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As a base fo£ evaluating the need ^or further federal 
nvolveaent in school finance, this study exaaines changes that have 
taken place in . the distribution of resources vithin the state^« It 
ex-aaine^s the* effectiveness of school finance ref ore solely in teras 
^.,of results^the resource levels aade available in the sbhool 
districts of a state and the^ relation' betveer resources and local 

P Health* The section dealing vith the changes in disparity is 
iprganized around three guestions: Khat changes have taken place 
betveen 1970 and 1975 in overall disparities^; in the states?^ 8hat 
kJ^nds^ ot districts have gained and lost froa- those changes? ihat are 
the costs' or further e^qalization? The section discussi&g the refora 
stat.es suaaarizes^the results ia. all twenty states and then discusses 
|fae characteristics of the refer as in each state L Although refora 
efforts appear to have been sviaaing against a national tide of 
incteaising disparity, acst of the states in which disparities shoved 
substantial increases were npnrefor a states,' mon% of the states in 
vhich disparitie's were substanti^ly reduced «er4 refers, and aost of 
the states in vhich resources to lov^vealth 'and urban districts 
decreased vere nonrefori. (Aatbor/IBT) \ " '\ 



* Iteprqd notions supplied by EOBS^re the best that can be aade e 

♦ " froa the original dociiaen^>» ♦ 
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The 1970 have marked a time in which increased attention has been 
directed to disparities in resources among (^istricts^in the States. These 
disparities generally arise because education revenues* depend heavily on 
the local property tax; and^ becaus^ local wealth varies sharply in 
^ different places in a Statjs> so do educational revenues'. In this period^ 
sane 20 State^ — in many cases, pronroted by their State courts — have 
reformed their school finance progrante. /< 

.Hie sthpol finance reform movement has been itudied injtensively., Hius/ 
far, there has been only scatter^ evidence ipf the impact of reform inithe 
nation as a whole, because most studies focus on one or a few States, The 
present study examines changes between 1970J|and 1975 in the distribution of 
educational resources with.in all the States!| with particular reference to ' 
those that effected spme kind of reform. 'Ttae analysis considered both ttie 
disparities in expenditures and the relation between disparities and* local 
wealth. The costs of achieving a range of equalization goals* ar.e also 
presente<3, * . , " ' ^ \ 

Uie perception of the extent of expenditure disparities depends on the 
measure employed. This study uses. two measures: (l)'the ratio of 
expenditures at the 95th percentile of students to expenditures at the 
5th percentile; and- (2) the average 'varia-tiom/i standard deviation) 
expressed^ as . a percentage of average expenditures Results ' according to 
the two' measures are very similar in ranking- ^tates with respect to one 
another. /The prevalence of interdistrict dispi^ities in per-pupil 
expenditures in 1975 was found to^^be as follows:, ; ' i 

^ . In 40 States, high^spending districts ^nt at least 50 
percent more per puDil than the low-spe^in<5[ districts, 

, In 4 States, high-spending 'districts spe^t at least twice 
as much per 'pupil as low-spending districts in 1975. 
' ' / ' - • . • ' ' . \ * 

. . In 18 States the average variation in per-pupil 
expenditures was at least 20 percent, \ 

" ' . ^ ^ . \ 

Disparities are only one criterion on which to judge the equity pf school 
finance arrangements.^ Another is the extent to whicl\ per-pupil expenditures 
^depend 6n local wealth, a. dependence that some St^te, courts have insisted 
must be'r'educed or eliminated. "Resources to low-wealth districts increased 
in 23. States betw^n 1970 and 1975; but. in ^ almost ali the States the low- 
^^ealth d^iatric;te remain at a distinct disadvantage relative to wealthier 
places.' . ♦ ~ - * 
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Viewihg the nation. as a wliole in 1975,/ then ^ substantial disparities 
remain*) and their link to local wealth continues* We should^ expect 
that ^^ifferent picture would emerge' when we fbcus on the 20 States 
that passed^school finance reform legislation, -In fact, "however , 
of these^tates .disparities actuall^ increased between 1970 axySTL^i 
Of thejother 8,*?tost w^re already fairly well equalized, 

-Center' city districts have expressed cbncerns that school finance-^ 
reform may do them harm if it is Aiined at removing the link betw^n ."^ 
•^^xpendityres and local property wealth: Our 'analysis confirms that these 
fears ^are justified; most centey cities do have more than a^rage property 
wealth per pu^il,- In* this regard, it is noteworthy that in 8 of the 20 
reform Spates the centef city aistricts received a lesser share, relative 
to districts of other kir35>sin 1975 thaa in 1970, Our findings also 
suggest, however , that the resburce advantage of .the cities may be more 
apparent than'r^al: center city advantages are reduced considerably 
when the measure of yf iscal capacity is shifted from property per pupil' 
to property per capi6a, which lis an approximate way of reflecting the 
service burden placed 'on ciytiejs by all afe^tors of the population, 

^ear..-frwreforTns that take these added 

cThe' lack of overall "progry^s does not mean that school finance reform, 
efforts were entirely wfthout effect. Reform effoc'ts appear to haVfe ' 
been swimming against a national tide of increasing disparities, 
Sp^if ically: / * ^ ' ' 

, Of 'the s'tates in 'which disparities showed substantial 
increases, most are non-reform States, 

, Of t)ie/ States in which disparities were substantially 
reduced, more were reform than were non-r6f0rm. 



. Center cities may have les 
burdens into account* 



The'S^tates that reformed were, in 1970, those most in 
need; of ref-orm. By 1975,. however , the reform States had 
reversed the situation, and the non-reform States exhibited 
the greatest disparities as' a group", / • \ 



, Of /the States in v^ich resources to low^j^alth or Urban 
districts decreased, most were -nOn-ifeform^ tatoSi ^ 

The cost^NOf equalization obviously depend on the level of disparities 
that are tio'be permitted Leveling up all low6r spending districts to^ ^ 
achieve Sf' '40 percent di^spitrity in each State would have cost^$2^5 billion 
in 1975;73/eveling.up to a 10 percent ipaximum ^disparity would .have cost 
four timjfes as much, $10.4 billion. For all levels of equalization, ^coats 
as a^p^ment of current State and local outlays have risen between ^1970. 
and 1975] Equalization is now a relatively more expensive proposition^ ^ 
becauseldisparities have increased slightly over t^ fiv^year period in 
question^ The results of. thp-S comparison confirm our earlier conclusion , 
that there h^s be6n no progress- in^ the nation as a whale in plosing 
dispari|t|y gaps, , ^ 1 / \ ' ^ 
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Although- almost every State constitnAio'n makes ^education a- State 



responsibility^ in practice much of the/ responsibility is delegated to 



local schooi districts, 
educational services arfe 



By virtue of proximity to the point at vrt^ich . 

delivered, the school system is pres^umably in 

the best position to make decisions 'on the form of education appropriate 

" fit • 

to the needs and preferences of its, community! But its decisions are 
also subject to the constraints imposed ^y the level of resources th^ th^ 
canmunity can maWe available for education. That level is determined, for - 
the most' part / by taxation on property .wealth; and property wealth is 
distributed 'npnurtifpnnly throughout the districts in each State, A number 
of Starte courts have ruled "that substantial disparities in educational 
resources, when traceable to varying*4ev^is of local ability to pay, 
violate .their constitutions by failing* to provide ecpali'ty of educational 
of^rtuniliy to all children, . 

• The Congress has already recogpized the national imoortartce ^of this. 

ding Federal Impact Aid Progrlim re- 
imburses localities for the^osts of educating children of Federally 
connected workers,,^ Within that' program, regulations now permit States 
that have ^dequat^ school- finance equalization programs to cbunt as State^ 
• aid la School district's impact aid grant. More .recently/ theXIon^ress has " 
authdrized grants /Ito assist States in planning for egdalization, It^is 



not clear what fur|±er role the Federal goyernmen/ ought to play in sch6ol 
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finance within the -States. From at least one perspective/ however , there * 
is a potential motivation stemming ^ from the Federal driv^e to eliminate 
^discrimination in schooling ^nd to. rgduce the effects of edi^cational 
disadv^tage; these programs would be of littla avail if. th^ educational^ 

N/- ; ■ ^ . ■ . ) r \ ' ■ 

system suffers a Js^roader and more pervasive form of shortfall'^ in resources 
available to children in less wealthy districts. ,Moreover, the drive 
to eliminate discrimination in the core program, is consistent with the 
current Federal focus on-ecpalization.of opportunity, ^« * 

•This study examines changes that have taken place indecent years in 

' / ' ! ' ' ' 

,the distribution of resources witlCri the I States, to serve as ,a base for 

- \ ■ ' ' 

evaJluatirig the possible need for further F.ederal involvement in school* 

: ' ^ ^ ' ^ \ 

finance. 1/* 

Structure of the Study , . ^ , ^ . • • 

" S^tates have reacted in various ways to the concerrl for equalizatipn. 
Some have iriodified th6 bas^ form of their* school finance system, oth^s 
..have increased the pei^entage of tjjtal funds that' is collected by the State 
rather than b^ the localities, and others are studying the problem. Out of 
this -mix of activities, it is difficult to discern the effectiveness of ' ' 
school finance reform. This study examines the effectiveness of school 
finance reform solely in terms of results — tesource levels made 
available in the school districts of a State and the relation between 
resources and local wealth. . In contrast- bo other analyses, the present 
study fxamine^ all the;States.2/ ' , ' . . , 

— ■- — . •• ^ 



A spapsho,t of the distribution of resources at a single time could ^ • 
however, be misleading. At least as inigiprtant is thfe extent to which the , 
situation has changed over tinve. If the situation has imprpved, it may 
not be unreasonable to- assume that it K»^ill continue to'^do so. If Jliere * 
has been) little change and if there arlB severe disparities at present, • 
there may 'be. need for stronger remedial action.*^ • 
^ / This study therefore describes not only the recent situation but 
also - tlie changes that have takfen 'place over Jthe past. Ideally, for such 

J a study there would 1:^' data' a vail^le for each of a number 'of years 

^' ' ' » ■ • * . . 

including the most recent.* The r^al world neyerr makes such dat^ avail^le; 

jDut for the purposes of this analysis there are tvfo comparable, data bases — 

one for 1970 and the other for 1975' — that contain generally adequate 

data for all the States. 3/ The movement to reform State school finance . " 

programs <5id not get under w$y until af ter^ 1970 , and its i^xti|tl impacts 

could be expected to have registered by 1975'. 
*■ 

The study begins by e^tamining-, in Section II, the changes in 
disparity in the States, the beneficiaries and losers from the changes, 
and the costs 'of fur^er equalization. Ij/i Section III we r^iate^the 
changes in resource allocati^to activities that various States have taken 
in. a presumed effort tq, reform their school financing arrangements. A-* 
suifmary of the- findings and conclusions is presented in Section tv. 



■ ' ■ n.' DiSPABITy CHANGES; 1970 toT9T5 ^ ' 

■ "^ ' • ■ ' A, ■• " 

This section presents^ the changes that have^taK^ place between 1970 
< ' I • * 

and 1975^ in the distribution of educationlgil resources* 

organized around three basic questions: • , 



The discussion is 



^ ' - • . What*changes have taken place between 1970 and 1975 
in overall disparities in the States? • 

• 'what kinds of dis^icts have gained ^d- lost' from those 
changes?, ^ . 

. , What are the costs ' of ^ further ^[ualizitiort? 



To be able to address these questions^ two: methodological ^(natters niust 
be 'decided; (1) how resoiarces are to be defined and (2) how disparities 
are to be measured. The first 'part of 'this section addresses these matters. 

itethodoloqy ' • . ' 

Definition 'Of Resources . . . j'' 

^ ^' • * 

.Resources are defined her^ as the portion of cuFrefit operating 

* 1 ' ' ' 

expenditures (COE) per pupil that is supported by non-Pederal sources. COE 
is chosen for several reasons: it is a conrorehensive measure of educational 
resources; it.exciufies capital outilays^ which could otherwise make resources 
appear to be veryvjjigh in the year^^of outlay;* and it is readily available 
in national data^bases. COE as rej^rted in the data files are , based on. 



revenues collected- from several sources/ including the federal government. 
• Since the purpo'se of this study is to examine the distribution of local 
and State funds, it is netessary to 'adjust COE to^rembve Federal revenue. 4/ 
Ihe exception is Federal impact aid/v^ich is treated here as local 
revenue. 5/- ' 



8 * 
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Although many analysts have employed expenditures as though they 
were equivalent With resources, they are.noi: the'same, ll^e difference^ 
arisesjgrincipally from the fact that a dollar buys different levels of 
reaa educational resources in different parts of a State, techniqqes are 




now under study 'for identifying and adjusting for the varying costs of 
'education throughout a Stats, but it has riot been^ssible to applj^ 
them in the pregent.^tudy.S/ "Ihis shortcom'ing affects the analyses discussed 
below differentially, as will be pointed' out in the review 'of the results. 



All district- expenditure fj.gures are stated oh a pet-pupil basis. 
The States count pupils in various ways. Seme use average dail^ attendance 
(A^), some use average daily membership (ADM), and sane use a .cOTbination.7/ 
father than impose one or the^-^^afcher of .these measures on all States, this 
stu<^y employs whatever measure the State haS* used. 

Measures of 'Disparity 



Several methods are us^ to display the effect of'^regource 
/allocations in the States. \ 

First, it is helpful to have a simple measure for assessing overall 
disparity, in a State'— ^. that is, how much disparity there iS, without 
reference to the incidence or causes of , the' disparity. There -is no wholly 
satisfactory measure of disparity, and the perceijed inequality c^^n depend,' 

sometimes quite strongly/ oh t^he- measure employed; Uiis study employ^ tWo 

^ . . . . ' . . . ] ^ isj^ • ^ \ 

measures: ^ ' " ^ . \ 

\ ' ^ ^ i . \ 

. ^ 95:5 Percentile The ratio of expenditures at the 95th ^ \^ 
* • ' percentile of students to expenditures at the 5th . 

percentile. Ttie measure is employed here because it 
, is a measure of extreme expenditure disparities *and 



. • • - - ■ 9 • . 

\ - . . . • ■ ' . 



because it is curxently incorporated in Federal 
^ , . ' regulation. The e5?clusion^of the highest and 

* <r ^the' lowebt "f ive "percent -is intended to account / . 

. for circumstances Qiat might justify scwie extreme 
unevenness in. the distribution of resoiirces .8/ , 
; A value of, say, 2.5 means 'that students at tiie 

95th percentile/ receive two and one-half times 
^ ' the expenditures per^upil of those at the 5th 
percentile . / ^ 

< * ~ ^ * ■ » " 

f Coeffigjent of Variation . ' This measure, which is« 

the'Stand^d deyiatxon expressed as- a percentage , 
. of the* mean, prpyides a statistically meaningful 
^[ characterization of ' the entire distribution of 

expenditures in j a State.' Although it, is more* ' 
complex ^than th^ 95:5 measure. It has. a relatively ' ^- i 
simple interpretations a valu^ of, say, 12.4^ ^ 
^ means ^that approxiinately one-sixth of the students 

in the State receive at least 12.4 percent more 
expenditures* thah-^the State average and one-sixth 
receive at least 12.4 percent less than the average. 

To measure change for either of these measures, the "value in'1975 is singly 
divideSa by tthe value in 1970. Thus, a value of 85 jyould indicate* that the 
1975 disparity is 85 percent of the 1970' disparity. ' . ' ' — ^ 

K To address the second question — the gainers and .losers from 
• changes betyeea the two years — school districts are grouped accordnig 
to each of two characteristics. A principal issue in schoor financej^ 
is the extent to which expenditures depend on a locality is wealthier ^ 
.ability 'to pay. School districts are therefore grouped into those with^ 
the least ability to pay, those with the most, and those in the middle. 9/ • 
Their 'expenditures are then cqnpared-by reference to the Average ' 
.expenditures in the State. .School districts are also grou^ according 
to whether they are center . cities in an SMSA, othep districts in an SMSA, 
or ^ not in, an SMSA. 10/ Again, the expenditures ^or each such ^grouping are 
then compared 'to the ^tate average. 



One final note on the njetho^by which. school districts^are compared. 

The resources in each distict are compared to -the (pupil-weighted) average 

in* a State oi all districts. ^In some States-, every district .serves 

children in both elemgntaty and secondary grades. In other s> some' 

districts serve ohly elementaty or only secondary grades.. Between ^ ^ 

•A 

elementary districts and secondary districts there are often striking . 
differences in the expenditure levels per pupil, differences ^that ar%,' 
usually :j us tified terms of the higher levels of expenditure incurred 
in advanced courses iji high .school. • In this study no account is taKen. ^ 
(or "credit", given) for such differences; the di^rities as stated here . 
may therefore overestimate- diso^ri ties in some^tates (while oossibly 
underestimating dispaxitie^s in others') .11/ . ^ 



Using these measure? , and- presentation methods, changes in resourcar 
* \ ^ * • »' . * * ' 

distribution between 1970 and lp75^are presented .in three sections: »^ • 

< - . ' ' ' . • V 

- * : The -first analysis is of variations ip resources 

* . ' . ; within each State, without reference, to characteristics 

• of the districts. ^ ^ • " * ' ' • ^ , ^ 

. .The second is. of "the characteristics of tHe districts- 
. that haye gained or lost from 1970 to Vil5^^ _ \. 

. The third -section presents estimates of ^ the cJosts of 
. • ,^ further eguaiizationT- . /" ' , * 



changes in- Overall Disparity , • , ^ . 

'Table ipfesentS; for each State/ th6. disparity invlST^ and the 
percentage change 'in disparities ..between 1970 and 1975;' Column 1 lists . 
the disparity tat io' in 1975 as calculated by the 95:5 measure, ai^ column 2 
shows the ratio of the 1975 Value to the 1970 value; a ratio greater 
than 1.0 shows that the disparity in 1975 was greater- than in 1970, 
Columns 3 and 4* present similar^ calculations |or the Coeff icj-enfe'cf 
. variation/ Column 5 summarizes the results of colurctfis'^ 2 .and A, indicating 
whether or not vthe change' frrai 1970 .to 1975 appears "to exhibit an equalizing 
-trend. , ^ . , 

Several characteristics of .,i±e behavior of the two measures 'should 
'first be noted., The disparities accordipg to the two measures (columns'! ' .7 
arid 3), are .broadly in agreement/ although not in every ins'tance. When 
either ^measure .^hows a clear indication of disparity, the other also ' 

does.„ Hie percentages of change according to the two measures (columns 2 

-» ♦ ' ^ 

and A) are also in^close agreement , exqppt for Al-^ka (which^is ^n outlier 
' in both the geographic and the statistical sense) and Delaware. Vftien one 
measure is close to 100 percent, however , >.the other ^ometipi^s indicates a 
change in the opposite direction.* Finally, 6ie .percent^ change in either 
direction usually appears greater under, the coefficient of vairiatiion: If 
the 95:5 measure *ows. 102, the coefficient of variation may show- 135' (as^ 
it doels for Idaho )> while it the 95:5 measure shows 89 the coefficient of 
vairiation may show 63 (as it does for Kansas). ' - * ^ 



TABlE'Ir Within-State Disparities,. 1975xand Disparity Changes, 1970 to 
' / ^ ' ' ^ r975f (I^anking by 95 r5>^easuffe ) 



, '.i;*;.^ Gtfor-gia 
^\ Conn«c c icuc 
' '^?|l^$achusect3 
* ^lif omia 
Varaonc- 

^toncana , 
Ntw Jersey 
Illinois 

1. 'Tennessee 

' * * Kentucky 

New York 
Washing con . 
Wyoming 
Mississippi . 
Texas 

Arkansas 
« Hew Hampshire 
Ohio 

Virginia 
* Colorado 

Maryland 
Missouri • 
^ V Nebraska 
Arizona 
Michigan 



:5 Percentile. 

I975h970 



^Disparities 
Coefficient of Variation " Increlsed or 



Delaware 

Maine * 

Kansas 

S. Carolina 

Minnesota 

.-Wiacjtjpsin 
Rhode 'Island 
Pennsylvania 
North Dakota > 
Idaho 

N. Carolina 
Oklahoma 
Indiana 
Oregon 

South Di^ota 

Alabama 
New Mexico 
^owa 

Louisiana 

Florida 
Alaska 

Utah » • 
Nevada,. . 
Hawaii 



,130 , 

103 
' 112 

109 

59^ 

103.' 
101 
93 

' 99. 

109 

'll3 
110 
116 
105 
94 

92 

94 
100 
108 
101 

111 > 

94 
106 

n 

95 

82 
107 

89 

99 
111 

100 

90 
100 

79 
102 

101 
91 
94 * 

^' 100 
88 , 

loq 

100 
94 
. 74 
99 

85 

99 
100 
' 98 



0.28 
0.21 
0.23 
0-21 

Q.ai 

9.21 
0.20 
0,22 
0.21 
0.20 

0.23 
0-18 

oy^2i 

0.17 
0-20 

0.18 

0.16' 

0.20 

0.27 

6-18 

0.20 
0.24 . 
0.19 

0.17 
0. 17, 

0.18 
0.16 
0.14' 
0.14 
0.15 

0.16 
0.13 
0.17 
0.14 
0.16 

0.12 
0.20 
Onl3 
'(1.14 
0.13 

0.13 
0.12 
0.13 . 
0.09 
0.10 

.0.09 
0.16 
0.09 

' Q.87 
0.00 



1975/1970 
(4) 
- 138 
91 • 
122 
99 
. 57 

111 
104 

95 
91 
119 

140. 
108 
125 
103 

.87 

99 
• 95 
105 
" 123 . 
110 



139 

12?. 

81. 

88 ^ 

' 112^ 
101 
63 
104 
. 116 
96 , 

104 
8i 
133 

103 
102 

99 
112 

74 

91 
103 
§1 
51 

104, 

67 
211 
191 

96 



Decreased?:* 

(5) 
INC 

IKG - . ■ 

DEC 

INC i 

J)ZC 

mc 

INC 
INC 
I^C 
INC 
DEC 

DEC • 
INC 

INC 
DEC 

i;nc 
DE<; 

' DEC 

DEC 
INC 

DEC 

DEC 
INC 



DEC 

DEC 
DEC • 

DEC^ 
DEC 



^Determined -by. two or more percenta^'e point change accoi^ding t 
(columns 2 and 4) * ' ' • ' / 



0 both measures 
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The States with the greatest disparities (columns 1 and 3) show no 
regional patterns, including States from every part of the country. 'They 
do include, however , several of the nation's largest States. .The 12 
^ States with greatest disparities enroll approximately 38 percent of the 
nation '-s public school students. At the opoosite end of the ranking, 
States with the least disparity tend to be those witl><the smallest 

« 

" populations, the only exception being Florida. It is noteworthy that - .^^ 
the six States with the least disparity, also operate relatively few school 
systems .12/ ' 
*' \' Coliirais 2 and 4 show the change from 1970 to 1975, as a percent. 
Among- the 12 States' with the greatest disparities', only Vermont"^ exhibits a 
lar|e decrease- in disparities — but it must be pointed out th^t Vempnt's 
^fe^ting point in 1970 was extremely linequalized.* 

Column 5 of the table- is an attempt to use 'the information^ in columns 

* 2 and 4 to<arrive at a summary of pro<3ress.^ Such a judgirtent depends, of, 
coutse, on how much of a change is required to indicate progress. Wfe use . 

* ^e following criterion: if a State's disparities increased or decreased by 
two or more percentage points on bpth measures, it is marked as 'UTC or DECv 
respectively; otherwise, it is considered indetermina^ On this criterion, 
disparities decreased in 15 States, increased in 13 States, and were^ 
"indeterminate in the remainder. The mixed nature of- the results is not 

>> strongly depliraent on the two-percent criterion; as inspection of the table 



) * In Vermont in 1970, the 95:5 measure showed a disparity ratio of 3.36, and 
ttie coefficient ot variation was 0.38/ higher figures th^h for any other ^ 
State in that year . ^ - ' \ ^ y 
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/ - will show, the 'use of fi^ per cfe'ntage^ points would result in 13 Stiates 
decreasing and 10 States increasing disparities, ' * . 

' ^^^^^^aif^j^urse , coluifin 5 does not suimiafize all the information in . . 
. Table 1, since the judgments on disparity increase^ or decreases di^, 
not take account of the level of disparity in 1975 (coluirais'l and 3), We 
should liot be oveiTly concerned if, for instance^ disparities* incr^ed 
somev^at ij^ a State that was already well equalized. In -fact, this is 
not what has happened. Almost all of the disparity increases occurred 
in. the 25 States with the most disparity; these States enroll 67 percent." 
of the nation's public school dist^qts, Aldbst cAl of the disparity \ ^ 
decreases in contrast, occurred in the ather 25 States, those with least 
disparijty in 1975, 

UiUs far, the study has described the disparities in the State? 
without addressing the question, How much disparity is too much?* In , 



?^ considering this 'question, it is helpful to characteriZ5MS^o views that 

represent the ends of a scectrum, ^ ^, , y ' 

' * Some argue that local conttol of the schools is essential to 

effective delivery of education services and that localities must be free 
fto choose thedevel and types of resources appropriate 'to the 
community's neec^s and desires, . Th^ would argqe, on principle, that any 
constraint on a jlocality's freedon to use its own wealth to support 
education is <:ou|ter to the- spirit of the free ente'rprise system —/and, 
% ^.on ^^acticsil grojjpds^ that imposition of such a 'constraint wolild l^d to 
^a "lia^tlt^fllg^^^ public schoolslike the "white flight" that is 

• • " \ • >^ 

6onietiro6s clairw^to follow school desegregation,- 
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rn^oppositioa, others would hold that — aside frojn justifiable 
differences arising from the costs of education, or differing pugil needs 
' there is no reason , to permit any, variation. They- would p^nt to decisions 
by State coureb.,iri school finance cases for support of the yl^w that 
a State is,»in e'ffe<?t/ a large school district that es^lishes local 
7 school districts for Purposes of educational effectiveness and Administrative 
convenience but not in order to permit school resources to vary from 
place to place • 

These views do not exhaust thJ^ issues tjja^ arise in- considering th^ 



ues thartr ar__. 

extent of permissible variations within a^tate. It has been argued^ 
for ihstanca, that the costsa, of equalising constitute a'burderf that the 
already hard-pressed educational system is not equipped to 'bear; the 
last part of this section deri\}'es estimates of the^e costs for varying 
levels of equalization, ■ , • 

^It xs -not the' purpose of this study to evaluate these views, - It. 
sjiffices that disparities have been and are a concern not only of the 
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Stat^ courts- but also of the Federal^ government. How mudi disparity , 

then, is too much? One source of guidance is a criterion set by the 

Office, of Education in determining how a "state can qualify to be able. ^ 

to count Federal impact aid as State aid ,13/ T^e State must be operating 

an effective school finance system, v^en effectiveness is determined by 

whether or not its 95:5 measure shows a disparity no greater than 25 ^ 

percent*. According to the results in Table'I, only two S'tates, Hawaii . 

and Nevada, could meet this requirement in 1975. The Office of Education- 
♦ 

.... ■ .17 
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.test excludes from the disparity test th^ spending made for special ^eeds, 
whili the present study has not separately identified such^ funds. Moreover, 
these^-resxi^s^aE^^based on approximate measiHres and on a sample of 




districts. Nonetheless, it is difficult to believe 'that more precise ^ ; 
measurements would result ii^-more than a hahdful of additional States : 
qualifying in 1975, ^ . ^ . ^ : 

Disparities throughout the distribution of a State's districts are 
not the only concern, in school finance* The courts' and legislatures have 

0 • 

also been concerned about the types of districts that benefit and lose f'rom 
present distributions* The next part of this section reviews the study's 
findings about two issues: The relation petween expenditures and wealth — * 
a principal concern of school finance cases — and the relative expendijiures 
and wealth available to city districts* . , 



ice o^Dispari 



Tlie Incidence of^Dispar it i^s; Gainers and Lpsers 

The analysis in the precedLng section portrays the extent to vrtiich 
overall disparities are being reduced* ' This is of course not the only 
criterion onWiich tp; judge the equity of a particular school finance 

\ 

arrangement* The principal fault found by State courts is that the level 
of per-^xjjjil resources depends on the ability of localities to raise"^ 
revenues to support education; we therefore want to examine the incidence 
of disparities in. places that vary in local wealth per pupil* A 'second 
issue arises in connection with the- cities* 'Many have -argued that 
redistri^^bn of educational rest)urces to eliminate the effects of property 
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wealth would iiam the cities, because .these areas generally have' high 
property wealth. Uie second analysis therefpre examines the resources ^ 
avail^le in cities relative to other places. Both analyses examine not 
only -the status in 1975 but also the, change from 1970. ' 

Disparities and the Ability to Pay 

For this analysis we divide each State's student population into 

three groups: the 25 percent of the students attending school- in districts 

wit± the; lowest property valuation per pupil, the 25 percent in districts 

with the highest property valuation, and the- middle 50 percent. For each 

of these jgroups we have calculated the level of resources relative to the 

Stal|e average. , . ■ 

.Ta|3le II shows the. relation between expenditures and property wealth 

for each of the three groups. Entries in th$ table can be understood' by 
. \ ite^ ^ ^ ^ ^ 

reference^ to Arizona: » the 25*p6rcent; of the children m districts- having 
the lowest property valuation per pupil (EP7/PUP) received 95 percent of 
the Staters average expenditure in 1975; this .represent^ 118 percent * 
the level of resources received by the , lowest quartile in 1970 . Data for 
this analysis-are not available for Alaska and Hawaii;^ data for 1970 are 
not available foe Alabama and Louisiana. In addition, results for a few . 
of the less populous States feire influenced by the* sample; It is ^ doubtful, 
for instance, that the children in Vermont's wealthiest districts received, 
in 1975, only 93 percent of that State's average expenditure; this problem 
can be ^di^cerned in the results for Montan'a^and Tennessee as well. For 
most States, however, the results are, believed to be a valid approximation 
to the actual situation. 



TABLE- II: Resources and Change\in Rerourc^s, 1970-1975 for Dii^ricts of 
' Varying Per-Pupil Proper»ty Valuation (Expenditures Relative 
to State Average) ^ ^ 





Low 252 EPV/PUP 


Mid 50:S 


EPV/PUP 


Hish 25% 


EPV/PUP 




1975 




1975 




1975 




> 

• 


EXP/Ptn» 1975/1970 


EXP /PUP 


1975/1970 


EXP/PUP 


197*5/1970 




f 0.95 , 


* 


^ m 

i . Ui 








'Alaska ^ 






* 




* 






0^95(? 


118' 


0.95 


94 


1.15 


99 






' 107 


0.97 


98 


1.17 


99 




,0.88 


101 


0.98 


102 


1.15 


95 


Colorado 


0,.'86 


102 


n 0/. 

0 • 7*» 


0& 
• 70 




104 


Cotinacc Ictit 


.0,90 


110 


1.04 • 


104 


1.02 


8^' 


Dalavara 


0.o9 


1 n't 
10 J 


1.03 


104 


i:05 


91 


Florida 






1.01 


101 


1.07 


94 




0,83 


96- 


'0,95 


102 


1.27 


100 


aawaxi ' 


* 




if 




It 




Idaho 


0.94 


102 


0.99 


*98 


1.07 • 


102 


Illinois ' 


0.87 


iq5 


1.04 


. 102 


1.06 ^ 


92 


^iiux aim 




L\}\J 


1.00 


97 


1*10 


105 


l!bva 






1.00 


102 


1.04 


102 


Katisas * 


0.91 


104 


n 07 

U. 7/ 


103 


1.16^ 


• 7 J 




' 0.82 


99 


0.98 


98 


1.22 


105 




0.*96 


•k 


1.01 


* 


1.03 


* 


U. 7 J 


iU J 


1.00 


* 100 


i.otI. 


98/ 


via t J ^Auu 


n Jl'> 

U . 


00 


0.97 
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1.25r- 


106) 


Massachuseccs 


a. 88 


101 


1 .OJ 


10 J 








0.90 


105 


0.99 


102 


1. 13 ' 


OA 


A n A c n r 9 


* 0.90 


- 96 ' 


0.99 


* i 93 


1,13 


109 


JUL99x9SI xppx 


U. 7 J 


lU / 


0. 95 


100 ' 


1.17 


96 




U . OD 




1. 00 


103 

Lw w 


1.13 


93 


Moncana 


0.95 


/ 114 


1 .03 


i;i 

9^ 


n oc 


7^ 


k^6D va9lva 


0.90 


^ 98 


0.97 * 


1.15 . 


105 


M cvad a ' 


0.99 


. 95 


d.98 


163 • 


1.04 


100 


N. Hampshire 


U . 7l 


7 J 


1.02 . 


104 


1.04 


98 








0.'99 


r 


1.10 ^ 


97 


Mew Mexico^ 


1.01 


114 


0 . 7/ 


r 


i. IK^ 


01 

7i 




0.78 


88 


0.97 


96 


1.24 


112 


\% • LUX xlta 




98 


0.97 


94 


' 1.12 


114 




U . 7 ' 


117 


0.98 




1.06 


^8 


Ohio • 




102 


1.00 


^ ^02 


1.16 


94 


Oklahoma 


0.91 


110 


U. 7 / 


1 

lOX 


1 . Lj 


7 J 




0.91 


97 


,1.00 


' ,97 


1.08 


• 109 


Pennav Iv^nia 


0.87 


AO 

•I 98 


1.00 


> f03 * 


1.14 


98 




0.92 


• 104 


0-99 


102 


1.11 


94 




0. 90 


104 


1.02 


102 


1.05 


93 


S. Dakoca 


0.92 ^ 


.103 


U . 77 


95 


1 ok 

L . U7 


108 


Tennessee 


0.85 


102 


0.97 


88^ 


1.20 


124 


Texas 


0.85- 


103 


1.00 


' 102 


1.15 


96 


Utah 


0.95 


102 


1.00 


99. . 


, 1.05 - 


100 


Vermont 


0.92 


105 


.1.07 


116 




73 


Virginia 


0.87 


102 


0,.91, 


' 96 


1/31 


104 


^^ashington 


0.92 


105 


0.^7 


96 


1.13 


-103 


W. Virginia 


0.91 


97 


.0.97 


103 


1.14 


97 


Wisconsin 


0.93 


98 


1,01 


105 


1.04 


93 


Wyoming 


0.95. 


111 


0.94 


98 


1.17 


96 


• 


* Data 


Not Available. 
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^--^ ' the table confirms the well-knowrt associa'tioa between resources and . ' 

' wealth, ' in every State except New Mexico , children ifi low-wea^lth 
districts reiceive less than the State average* In general^ th^^ middle 
50 percent of the childreii receive about the average, and tfie . ; . 

^ . , ^ ■ : . / 

diildreil .in^high-wealth districts receive more sometiHies kiuch more, 
as in Colorado, Georgia, KentucTcy, Maryland, New York, *TeriSiessee , and " 
'Virginia, all of which make at least 20 percent more th^ the S,tate average 



available to childiijen in high-wealth districts. 



• The second column- under each EPV grouping .jr^lects the .change in 
expenditures, where a figure of more th&n 100 percent* indicates that the. 
•group received higher levels' in 1975 than in ^1970, A coittparison of these 
columns across the three groupings reflec|s a positive .change in 14 States • 
in reducing "the link between expenditures, and property ev^LLuationfthat is^ 
in 14 Sta't^the low-\yalth children gaiyfed at least a percentage point . ^ 
>per year between 1970 ar^ 1975. ^is^ islseen p^ticularly- in New Mexico, , 
\rtiere the low^-wealth children received •]il4 percent of the expenditures 
in 1975 than that quar tile received in 1970, virtiile its high^^lth 
^ children received 91 percent -of* the 19/0 levels. Somewhat the same - 
oatterns can be seen' in Connecticut, Delaware, Rhode Island, South Carolina, 
and Wyoming .In several States, the low-^ealth children gained but at the . 
ei^^ense of the middle 50 .percent of tpe children rather than at*the' 
expense Of the high-wealth children;/ this pattern is seen to some extent 



^ V * I A. , 

in South Dakot^, Arizona, North Dakota, Washington^ and Virginia, 
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. Disparities and Urban Status ^ , ^ ^ • - * 

Administrators in center city school .districts have 'expressed a * 
concern that school finance- reform, if aimisd at removing the linkO:)etween 
•expenditures, and wealth, may h^rm the cities/ which^ generally h^ve more^^fcan 
average "property wealth- per pupil. .They afgiie that ndt^as rayich of the 
wealth can actually be allied to education as in other, places' be'cause 
cities bear disproportionately higher burdens fo^o^er miSiicipal fuMtions. 
They also^argue tijat a ccaitparison based on expenditure's is open 'to qulstion, 
because dft does not take into account the higher- costis of educational^ 



resources in the cities. There are J±ierefo^e tw6 questions interest: 
how [do expenditures in center city districts compare, with" expendilgares in. ^ 
other districts, and what is the apparent wealth^ in these places? 

Table III examines expenditures ig center city 'districts 'in Standard 
iMetropolita Statistical Areas (SMSAs)/oth^ di'Stricts in 5MSAs, and"^' \ 
districts not in SMSAs. For each district growing there are twcf columns: 
the 1975 expenditures relative to ttje State average and the change in ' 
expenditures ov^r the time under study (the 19^ value divided by the ' 
JO value)'. ^ ' ^ , • V ' ». ' ./ 

r Center, city districts in most Stpites spepd at .or above the^ Slfate ^ ^ 




av«age? in half the States, spending, in such districts' is at leastf^^^ 
percent higher than the State « average. Only ih"McLry land' -are cjnterjcity 
districts well below the average f6r all places; presmnablf , this result 
is dominated by Baltimore. Other districts^ in SMSi^' spefid at about the 
State average, and districts not in* SMSAs generally, spend less than the 
average* for their Stigfts^ ' ' . . ' * / 



TABLE III: 



Expenditure's / 1975/ and EScpenditure caianges/ 1970 to 1975 
by 'Urban Type ^ 
(Expenditures Relative to State Average) 
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EXP/Pi;P 


1975/1970 
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0.98 


99 


Alaska * 




* 


— 


— 


* 




1.00 
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87 
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101 


0.98 
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99 
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s 
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It* is appropriate to recall hape the ,claim that the aroarent 
'advantage of the center cities would diminish if a measure were employed 
that was, ^ensitive^ to the cost differences between urban and ot^er places'. ^ 
This clam can reasonably be directed to cDluirtns 1; 3, and 5 in. the tablet' 
which are based on expehdiJfeCfres in a giver) yearv unadjusted\for cost 
differences. The estdjnatdis of change presented in columns 2f 4^ and 6/are 



mudi.less affected by the lack of a] cost adju^tfnent; that is, the change 

in resources, however resources 'are measured, should provide meaningful 

'information. OveralT, center cities, were ^gainers in half'tiie States^ahd 

losers in the others. If attention as directed -solely to the States in 

which 1;here are substantial nun^rs of population in center cities,' however,. 

, it -can be seen that the centen-ci-ty districts generally kept about even or 

bettered their status f ran 1970 to 1975. ' Of course, it as n^essary' to 

view gains and losses in the perspective of where center cities stand 

in 1975; the center cities in Ohio, for instance, did not improve thel^ 

status over this fivjs-year period, but* their 1975 expenditures were 1.14 
^ . - / - * 

of Oh^t>'s average. . , , .J c ; . 

' The .^second issue of interest ih c^iter-city distrj.cts is the extent 

to which property valuation may present a misleading estimate of a 

district's ability to' support education. -"Table IV presents, for the 

three district groupings, property valuation per pupil (EP7/PUP) and« 

property valuatiqn per capita (EPV^CAP), the Matter being used here as 

an a^roximate surrogate c5f the butden of municipal functions other than 

education. Both EPV/PUP and EPV/OVP are expressed relative to the State's 

average. The perception of a center-city district's ability .to suppart 
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TRELE IV: District Wealth by. Urban -Type, for Two Measures, 1975 



Center City 
In SMSA 
EPV/PUP EPV/CAP 



(Jther in 
SMSA _ 



Nqt, in 
SMSA 



EPV/PU? - EPV/CAP 



EPV/PUP , £PV/CAP 



Alabama 
Alaska 
Arizona* , 
Arkansas 
California 

•Colorado « ' . 
Connecticut 
D^vare 
Florida 
Georg(iA ^ 

Hawaii 
Idaho ; 
Illinois 
Xiidiana 
Iowa 

Kansas 
Kentucky • 
touisiana 
Maine 
Maryland 
/< 

Massachusetts 
Michigan- 
Minnesota 
' Mississippi 
Missouri 

Montana 

Nebraska 

Nevada 

N. Hampshire 

Slew Jersey 

New Mexico 
New York 
N. Carolina 
N. Dakota . 

Ohio - 

Oklahoma 
Oregon 

Pennsylvania 
R. Island 
S. Carolina 

S. Dakota 
Tennessee 
Texas 
Utah • 
Vermont 

Virginia 
Washington - 
W. Virginia 
-Uisconsin 
Wyoming 



1.25 
.n/a. 
1.05 
1.41 
Q.89 

1.45 . 

1.01 

1.1-3 

0.69 

1.41^ 



1.17 
n/a 
0.87 
1.10 
0.90 

1.05 
0.81 
0.86 
0.67 
1.19 



.1.04 . 
n/a 
0.88 
0.82 
1.05 

0'.75 
1.00 
1.15 
i.20 

^0:95 



1.07 ' 
n/a 
1.11 
1.06 
1.05 

0.93 
1.09^ 

ia3 

1. 11 
'0.99 



0.84 
n/a 
.1.04 
0.96 
1.17 

1.00 

:99 

:72 
d.89 
0.85 



n/a ^ 




n/4 


n/a 




n/a 


. vfi/a 


1.05 




0. 91 


U. 0 




1.1/ 


i^.-Ul 


0.78 




0.78 


' 1.19^ 




1.10 


0;89 


1.12 




0.^7 


0.41 


• 


1.04 


' 0.96 


0.88 ^ 




0.78 


0.83 




0.96 


1.08 


0.76 




0.65 


>. 0.74 


r 


0.89 


1.15 


1.55 


it 


1.33 






1. 


' n fli 

u * o*^ 


1.43 




1.27^ 


0.73 ' 




0.75 


0.79 


' 1.24 




a.92 J 


. ' 1.16 




1.17 


0^,95. 


0.63 






1,15.' 




1.18 


0.86 


0.79 




0.64 


1.04 




Xl,J.2 • 


1.17 


1.07 




0. 81 


i.o; 




1 . \iO 




' 1.55 




0.98 


0.90 




1.10 


0.88 


2.36 


it 


1.69 


0.79 


It 


1.06 


0.89 


1.20 




0.94 , 

• 


1.07 




1.18 


--:*t);^79 


0.88 




0.91 


1.02 




1.20 


1.03 


1.02 




0.88 


0.60 




1.07 


1 . UO 


1.19 


t 


1.07 


0.89 




0.92 


1.10 


1.00 




0.89 




* 


0.91 


r.02 


0.58 




0.63 


1.10- 




1.02^ , 


l.QZ 


0.76 




0.73 




* 




1.1» 


. ^1.33 




O^^A 


^0.89 




i.;o 


0.66 


1.45 , 




,1.'31 


0.97 




0.99 . 


0.86 


. M33 


it 


9.77 


1.38 


* 


1.51 


0.89 


, 1.11 




0.87 


. 1.02 




1.11 


0.84 


1.48 




1.26 


0.68 




* 0.84 


0.82^ 


1.30 




1.04 


0.83 




0.88/ 


0.97. 


1.22 




0.92 


1.02 




1.10 


0.73 


. 1.13 




0.94 


0.89 




1.02^, 


1.12 


1.11 


it 


0.83 


1.03 




1.04 


0.97 


0.82 




o'.77 


1.03 


it 


1.27 . 


1\02 


' 1.34 




1.13 


1,01 




lao ) 


0.82 


D.95 




0.84 


0.82 




I.OL ] 


1.29 


1.44 




a. 83 


0.80 




o;98 ' 


1.20 




it 


* 






1.00 


0*98^ 




0.75 


1.07 




1.17 ! 


7). 94 


1.49 




1.00 


0.79 




0.93 




1.45 


it 




i:30 




1-.21 


o!b7 


1.03 




"^0,8,7 


1.10 




1.19 


0.'^2 




it 






* 




1.00 



0,87 
n/a 
1.26 
0.96 
1.10 

1.03 
1.14 

0. 83 
1,02 
t).90 

n/a- 

1. bl 
1.06 
1-00 
1.10 

1.16* 
0.^7 
0.86 
0.99 
0.95 

1.23 
1.08 
0.9i 
"0.90 
0.87 

1.03 
1.09 
1.1^ 
1.04 
1.16 ^ 

0 

1.13 

o.-» 

0.39- 
1.01 
0.95 

0*85 
1.09 
0.88 
1.06 
1.00 

1^'3 
0.88'* 
^ 1.34 
1126 
1,.00* 

1-QO* 

r.69 

0.92 
1.00 
l.OQ 



*Less Chan 10 percent of the State's children are in dlst;rlcta of this grouping. 
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iucation varies sharply under the two measures. When EPV/POP is .employed^ 
center cities in most States .have highe? in many instances^ much 
'higher — wealth than other districts^ When EP7/CAP is used /the apparent 
disadv&itage is consider sdoly, diminished. The use in this comparison 6f 
total population as^^aJDase does not imply that it is preferred to^the- 
better known measure, of valuation 'per pupil; it is used to demonstrate 
the sensitivity ol resvilts to the measure selected. 



The Costs of Further Equilization . ' : - - 

The third qpaestion addressed here is^ What are the costs ^of further ^ 
.equal izatioa? For two reasons, these costs are calculated foe a range of * 

^ disparity levels. First, th^<;ej^ no consensus on what degree of \^ 
disgetrity shpuld J:e. tolerated, and second, the ext;ent o{ disparity that 
will be tolerated is in all probability going to depend on- perceptions of 
what qan be afforded. T?dple V shows the costs of leveling each State up 
to a selected disparity ratio in 1975.^ The disparity ratio usedxhere 
is the 95:5 measure. The method used is to increase th§ spending in^lstricts 
at t^e low ,end, v^ile keeping other districts^at their spending* levels. 
Nationally, the costs of leveling up to a disparity ratio of 1.4 in each 
state- wodld have been $2.55 billion, and the costs to achieve the Office 

' of Ed^ation's dispaurlty ratio of 1.25 would have be«i $5.4 billion.' Costs 
increase fairly proportionately to decreases in th^^r ratio.' It is note-^ 
worthy that, of the '$2.55 billion required to decrease -disparity in each 
S^te ^to 1.4, approximately 32 percent is accourited ^or by tlje nation's two 

ymost populous States, California ' and New York, which enroll some 16 percent 
of the nation's elementary and secondary school students* , ' ' 

The costs of eqdSELization have, of course, increased from 1970 to 
1975, ^as Table VI shows for the nation as a v^ole. A large part of the 
increase is attributable to inflation; the more meaningful figures in the 
table are the equalization costs in each year as a percentage of budget in the 
year, which in effect cancels the impact of inflation. As can be seen? tiiis * 
percentage in 1975 is very close to the percentage in 1970, coofipning the 



.TABLfi Vj Cost 



to Level Each State to Selected Disparity Ratios, ^1975 
(Millions of Dollars) 

95:5 Disparity Ratio 















1 15 


1 .10 


1.05 
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Alabama 


- 

1 


7 


14 


• 24 




D4 




^ V .0 


Alaska , 


1 


1 


3 


0 




1 o 
12 


17 

1/ - 




.Arizona 


20 


35 


45 


. 61 


80' 


101 


125 


♦ 


Arkansas 


' ' .23 


' 39 


. 49* 


61 


. • 75 


,90 


. 107 




;Califbmia 


468 


792 


989 


1,218 


1,470 


1 ? e o 

1, 753 


O A<.^ . 

2^067 * 




Coloraclo 


; 29 


58 


78 


100 


126 


155 


1 oo 
187 


* 


,Conntcticut - 


6ftj. ' 


108 . 


133 


' 162 


198 


239 


oo A 

2o4 




Oalavare 


• 6 


" 12 


17 


22 


' 28 


35 


42 


• 


Florida 




' 3 


7 


' 15 


29 


64 


109 




<:aorgla 


210 


275 


311 


352 


396 


445 


k 498 




' Hawaii 




0 


,0 


0 


• 

0 


0 


0 • 




* Idaho* 


2 


5 


* o 

0 


\2 


lo 


00 . 
22, 


Oft 

20 




Illinois 




272 


338 


415 


503 


603 


720 




Indiana / ' 


8 


21 


33 


50 


71 


100 


143 




Iowa 


2 


3 




1 o • 

12 


23 


A 1 

41 


^17 
0/ 




Kansas 


5 


24 


39 


57 


7o 


1 rtO 

102 






Kantuaky 


31 


51 


0*» 




OA 


110 


142 
1** * 




M w u Aw nw 


0 


1 


5 


13 


26 




66 




Haina 


5 


10 , 


15 


21 


28 


36 


46 




Maryland 


8*7 


138 


173 


222 


270 


001 

321 


3/0 




Massachusatts 


262 ^ 


375 


442 


514 




004 


/O J 


' / 
1 


Michigan 


83 \ 


lol 


22? 




4Ui 


51 5 






Minnasota 


^ 25 


V 53 


11 


108 


148 


191 


. a4o 


• 


Mississippi 


34 


^55 


67 


ai 


96 


114 


134 




Missouri " ^ 


.15 * 


63 


82 


106 


13/ 


1 77 


2^1 




Montana 


.1 
1^ 


20 


25 


33 


/ o 

42 . 


51 


02 




Nabcaska 




16 


23 


33 


45- 


59 • 


7 A 

74 




Navada 


- 


- 


1 


^ 1 


3 


♦ fl 
0 


14 




N. Hasp shir a 


7 


13 


18 


24 


i3i 


38 


47 


• 


• Naw Jersay 


130 


212 


2^7 

L 


333 


414 ' 


» 50/ 


£l 0 

012 




Naw^Mc&ico ^ 




2 


« 3 


0 


1 9 

12 
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Naw' York 


^ 339 . 


529 


647 


783 


940 


1,121 


li/*5'' 




N. Carolina 




35' 


5a 




* 1 9ii 
120 


\/ 100 


t 2 V7 


r 


N*. Dakota 


I 


4 


6 


9 


13 


18 


^''^ OA 




' Ohio > 


97 


172 


221 


2/^ 




425 


521 


















* 


Oklahoma 


r 

»fe 3 


11 ' 


*■ -t 19 


27 


39 


c o 

^ 53 


70 

- / 2 




Oragon 




12 


. 17 


25 


o^ 

37 


<o 

j2 


/i 


'-W • 


P anns y 1 vanla 


y 


- 93 


. 134 


187 


255 


• 338 


436 




R. Island 


. 3 


7 


11 


16 ' 


22 


^ 30 


41 




S. Carolina 


ii 


26 


37 


53 


71 


QO 
72 


' 110< 


c 














21 
41 






Sout^v-Dakota 


1 


3 


0 


J.U 


10 


28. 


% 


Tannassae 


57 


87 


104 


124 


^ 150 


180 


01 / 

214 


V 


^Taxas 


86 


153 


207 


277.- 


358 


453 


565 . 


• 


Utah 


Q , 


0 




3 




21 


32 . 




Varmont 


8 


12 






22 


26 


32 




Virginia 


78 


120 


148 


V 180^ 


217 


258 


_^03 


» 


Washington 


50 


^ 91 


llfl 


147 


182 ' 


221 


, ,267 




H.^irglnia 


2 


* 6 


11 


^ 18 


27 


38 


50 




f Wiscofi^ln 


* 16 


37 . 


53 


' . 77 


107 


145 


190 • 




Wyoming 


13 


20 


24 


* 29 


34 


^ 40 


46 




U.S. 


2,552 




5,401 


6,800 




10,401 


12,644 . 




.Note: figures may not add due to rounding. 
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evidence presented eariiert- for ''the nation a whole, relatively littl,e 
change l^as taken place in this ^riod and the change appear^ to have been 
in the wrong direction. \ * , ^ 



Table VI. National \&Taalizatio Costs, 1970 and 1975/ at 

Selected Disparity ^Ratios 

95:5 Disparity Rsttio 



♦ # 



1970 
. Eq. Cost (?M) 
% of 1970 Budget 

1375 



Eq. Costs ($M) 
% of 1975 Budget 



1740 



1730^ 



Os 1720 i7i5 TTTo 05 



r,259 \ 2,221 2r894 3,715 4J63 6V005 7,421 
4.4 \ 7.7 10.0 12.9 16.5 20.8 25.7 



2,552 4^243 5,401 . 6,800 -8,455 10,401 12,644 
5.3 '~ \8.7 11.1 -14.0 . 17.4 ' 21.4 26.0 



Added importance must tiierefore be attached to the actions of reform 
states,- to'vrtiich we now turn. 
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^ ' III. THE. REFOBM STATES , ' 

• In the course of the school finance reform movement in the ea^ly 
1970 '.s, some tlwenty States enacted changes in their program, earning the 
designation ^"reform States," 14/ This section relates the ,pesults of 
the preceding section to the .actions taken by these States. The first ; . 
part summarizes the" results for all iwenty-Statesv ' The second discusses 
in somevrtiat^ more detail the characteristics, of the reform in each State. 

» 

Summary of the. Methods and Effects of Re'f omi . • - 

^^^^^9 "^^^"^ ^^^^"T* ' 

RefOpn came about from. many causes, not all existing or carrying 

equal weight ifi each State. The two strongest forces were the increasing ' 

number of challenges in State courts- to the then existing aid programs and 

the growing resistance to school property tax changes. In others, a 

'growing awareness of the deficiencies in existing State aid programs, 

coupled with demand for reforms, may have been the catalytic agents. 

ft 

Table VII suinnarizes a variety! of information about the principal 
effects and mean? of achieving reform for the twenty, States. The first' ' 
two columns reflect results from Section II on disparity reduction -and 
inproving resource^evels in lov^wealth districts, the two objectives 
most coimionly asspciat^with" court cases ir\ school finance. A S^te is said' 
to have decreased disparities if tooth me^isures of disparity (Table t) 
decreased by two or more percentage points/ A State ^ is. classified as 
having increased resources to lowr-wealth districts if resources iti such ^ 
districts, relative to the State -average, increased by five or more percent.* 

^ ' ^ 

* The fiverpercent^ criterion is about as restrictive as the criterion 
for disparity, vrt^ich requires that each of two measures have decreased 
by two percent. • ^ ' . , . : k 



^P&£ VII; ^Principal Effects and Means of Achieving Refonns in Reform 

- 'States, 1975-1976 ' ^ 



/ 



<^ 



Arizona 

'(Ullfornla 
Colorado 
C^imtccicuc 
PVoclda- - 
Illinois 
Indiana 
Iowa 
Kaniaa 
Haint ' 
Michigan 
Minnasoca 
Honcana^ 
Haw Maxico 
(forth OalMCa 
Qh^ 
Taxaa ' 
Ucah 

Wisconsin 



X 
X 

X ' 
X ' 







X 


XOX) 




X(5Z) 


X 


XCIOX) 




X(IX)- 



x(8:) . 

X(8X) 
X(9Z) * 
X(13t) 
X(13t) 

um\ 

X(lOt) 
X(34X)i/ 

X(23t>^ 
X(8t) 

X(3X) 
X(3Z) 





X 



X 
X 
X 

7? 



a/ K Scact is classified as having reduced expen- 
dicure disparities if boch measures of dispari* 
cy in Table t decrease<^ by cvo or more percenc. 

bj - Scaces vere classified as having Increased che 
\ resources of lov propercy veaich discriccs if 
there was ac lease a 5 percenc increajse be* 
cvean 1970 and 1975 in chese discriccs relacive 
(co Scace average) expendicures. t 

c/ Scaces are classified as having provided prop* 
ercy cax relief if cocal par pupil expendic'ures 
(from non-Federal sources) relacive co cfie 
nacional average^did noc inci^ase <and if che 
Scac^'s share of expendicures increased be* 



New Jersey is noc lisced here because its reform 
V 1976-77 school yea.r. 



cween 1970 and 1975. For some Scaces infor- 
macioft on propercy cax relief was obcained 
directly from Scace educacion officials. 

Scaces are classified as having increased 
^educacion expendicures if SC^ce educacion 
xpendicures relative co che nacional aver- 
age incr cashed becween 1970 and 1975. 

gures in parencheses 'refer co increases 
i^ percencage share of educacion revenues « 
ftkt che^cace, becveen 1970 and 1975. 

Councy revenues for ^duca£ion are now 
counced as pare of, che Scace concribucion 
in ((pncana and Souch^^Oakoca, 

was noc funded until, che 



.E^^d'ence' of property tax relief (cdlumn 3) was based, for some States, ' > 
on information provided, directly by State officials, and, --for others, on 

" inferences V from data in tl^ Digest of Education Statistics for 1971 
and 1976^ The inferences are based on the following consideration. ;'f 
In California ^ for example, per-pupil expenditures declined from 102.4 



percent of the national average in 1970-1971 to 95.1 pei^oent by 1975-1976. , 
At the same time, the State's share of total Revenues rose from, 35.2 
percent to 40.4 percent of currerit school dollars. An increase in the State 
share accompanied by a relative' decline , in total school expenditures 
would^ seem' to indicate '^'tfi&t sane local ,feax relief oqcurred.15/ An entry in 
column^ 4 indicates that a State's education expenditures, relative to t^e - 
national per-pupii average, increased from 1970 to 1975. Increasing 
expenditures can be thou^t of as a goal in itself (particularly if 
a Stete perceives itself as lagging behind others) or as a move 'that * • 
is needed to' be able to achi^eve other goals, such*as equalization, 
ihe remaining data are from Public. School Finance Programs ^ 1975-^76 > 
The-<||^le suggests, ^at sane, reform goals were achieved through 
tradeoffs with others. Property tax relief was obtained in a numbet of 
States at the expense of added education dollars. 'Improved equalization 
occur re<J in^^ome States in which average per-pupil expenditur'es' lagged. ' 
In other States /^higher education e:?penditures did little 'to .alter the 
.equalization status. Some property tax relief may have occurred in other 

» ' » • r 

States, though the evidence is *not* entirely clear .from available data. 

Of ^ the twenty reform States, ten reduced expenditure disparities. • 
^n eight ^of the reform States, resources of low-wealth districts showed 



relative improvement; six of , these States alsp reduced expenditure disparities. 

• ♦ » * 

At least* ten States provided property tax relief. 'And in ten States, 

education expenditures increased relative to the natiqnal average, \ Only 

four of the States with improved equalization (either in reducing disparities 

or in increasing 'resources to low-^alth districts) ^so showed evidence 

of pi/operty tax relief,. Of the twelve that iirproved in either of the 

equalization goals, five, had rigid level or rate ceilings, Ifone of the reform 

States succeeded in making progress in all four of the goals- set out in ^ • 

the^table, ^ . . ^ ' ^ ' / 

» * 

^ ^ Almost invariably, reform led to an 'increase in the share of school 

'1 

revenues derived from State sources. Only in New Mexico and^Texas did the 
State share remain unchanged a^d in Florida ^ the State's share d^l'ined 
modestly. However, only in Texas was the reform undertaken to increase - 
the State share of education costs; in New Mexico and Florida the reforms 
were design^* to alter the distribution of funds among school districts 
based on^perceived pupil needs. In States showing the largest increase in 
State education revenues, Monta^and North Dakota, theS change wasc * 
principally due to the designation of .county revenues as part of the State 
contribution to the basic aid program, / * 

In five of the reform States, pupil weightings were introduced as 
a' method^ for counting students and calculating State aid; Xn ^l^^fi^e, a 
foundation aid program constituted the basic distribution* mechanism. In 
six Statesi-'^a guaranteed yield or variable guarantee formula was 
adopted in which State -^id^varied v^ith district tax choice and district 
we'alth. This type of reform was prevalent in the midwest — namely^, in 
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Illinois, Kansas, Michigan/ Ohio, and Wisconsin, It also constituted 

the ptincipal reform measure in Colorado and part of the reform programs 
I f 

in Mine""a^ Montana, ^ere a guaranteed yield program was included as 

a gupplementary aid measux^e. A modes t» guaranteed yiel^ program constitutes 

thb refonn in Connecticut and si^lements ' the basic flat grants available 

^n/^o^at State. Along with other changes in the program seven of ^the 
States enaqted rigid revenue/expenditure curbs wbich were designed to 
limit the growth in 0|ucation costs, reduce expenditure disparities ampng 

■ school districts, and provide some property tax relief, ^ 

No magic formula could be identified as a refonn measure. to the 

exclusion of all others. Any aid vehicle could be utilized to achieve 

greater State participation in the financing of public schools, ^improve 

equalization, increase, education expenditures, or result in property tax 

relief. Although the presence of rigid rate or levy ceilings Was^one 

strucjbural change that appeared to be somewhat associated with reduced . 

educational disparities, it is equally clear that in most States a mbre^ 

in^rtant factor contributing to reform^as the ccmmitment^f Bdditioa 

resources for education:. The principal exception to thi^ general rUli 

occurred in' New Mexico, vrfiere refonn legislation focused on the redi'stri- 

♦ » 

bution of 'program dollars. The additional monies generally enianated from 
the State coffers, though one or two States increased their reliance on 
local revenues. Without additional funds, any reform other than resource 
r^istribution seems to have been .virtually impossi^fl'. 

Before proceeding wit|i^the description of the rexorm programs in 
each qf the .reform States, it may be instructive to mace the pteceding 
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discussions of th6 effects of these various changes in proper 
perspective*^ ' ' . ' - 

Wfe noted at the conclusibn of Section II that the cost^ of equalizing^ 

V ■ ' ' ^ -^^ 

every State> expressed as a perc^tage of the 'budgets in 1970; and 1975; 
have increased 'and therefore that/ if anything, disparities are greater 
iK>w than before. It is possible to- use the data that enteted into' the \, ' 
calculation to evaluate reform versus non-refonti States. ^ ' ;] 

.Table VIII presents these data, in the same form as* in Table VI (for 



simplicity 'of presentation, only three ratios are shown) • * . ' 

Table VIII: Equalization Costs for Reform and^ Non-Reform States," 
\ . ' 1970 and 1975, for Selected Disparity 'Ratios . , 

95 : 5 -Disparity "Rat io" ^ 

1.40 il.25,i -^^'^ , ' 1.10 
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Reform States ' • ^ 

1970: Equalization Costs ($M) 806 . '1,781" : 3,584 

As Pet cent of Budget 5.2 11*5 -.^.^ 23.1 



^ < 



1975: Equaiization -Costs ($M); , 1,228 2,772 5^5'43 

A9 Percent of Budget." , .4.7 ■ ^ 10.6 ' 21.2, 

' * . ' ' ' ° ^ ' " '' 

Non-Reform States . ' 

^ ' " ^' ■ f' 

1970: Equalization Costs ( $M) . : 452 . 1,113 ■ .^#f42l 

•As Percent pf Budget. .• ^ 3.4 , '"'^♦4 'H. 18.2 

1975: Equalization Costs ($M)- 1,325 ,2,629 " 4,858 

As. Percent of Budget 5.9 11.7 , ' 21.6 

Ihe cost of equalization serves, iii effect, as an indicator of 
, disparity,, Ad when'cOTipared oyer <time, serves as, an indicator. of progress. 
Ercxn this' perspective, the States that reformed were, as a group, those most 



invnee<J of ref orm- in 1970, For all three disparity ratios,, the : - , 

• * ' ' ^ 

equalization cQSts in these States were greater*^ in 1970 ^than in the o^fer 

States, By 1975 ^ however , the reform States had reversed the^fcituation, 

fo^/^t is the non-reform State? that now wQalcrWave to' apply a greater 

proportion df* their budgets to equalize,- These data do 4ot alter- the , 

conclQsions throughout this' report that', for ^the nation a? a whole, 

disparities have worsened; but they ^ explain the phenomenon. The meaning 

seens "clear: \^;en' though, ad a groi^, the "ref orm States may have* 

accon^lished r^atively little towajr(3s equalization,' they have b^n swimning 

against a national current toward greater disparities, ^ , ^ ' 

^ Reform and non-reform States can also be cort^ared Wijii res^Ject to 

impc,ovement in the school resoi^rces available 'tfi low tax base districts. 

Fourteen States showed sane significant improvement based.' on the 4^75/1970 • 

' ' 

♦ percen^ge changes in Table II, where the criterion fot- significant 
improvement is an increase of at least five percent in tesources for sudi 
districts, Nine of the twenty reform States and five of the non-reform 
States show improvement vrfien measured against^ this criterion. Hence, there 
is a* substantial difference between reform and non-reform States in this 
regard. When a looser ctiteripn; two percent increase is used, fourteen 
reform States and fifteen others have made sane im^Jifoyement, TSie reader is. 
renlinded that\hese' findings relate to" change and not to status;^to sei; 
the importance of the distincUpn^^te tliat Minnesota '^'^.ow-wealth 
distiUcts fell four TCr-cgnt behind their 1970" .status •and South Carolina's 
advanced four percent, yet low-wealth districts in both StjitesVere 
receiving ten percent less t;han their State" average £h 1915:% V ' j . * 




Wfe turn npw to a discaossioh of the school finance program in each 
reform State-. * ^ • * ^ 

Principal Features o6k Reform in Each Reform State ^ 

Arizona altered its school aid program in 1974 by consolidating its . 

substantial fiat^rant subsidy with its financial- assistance program^ • 

( equalized )~ thereby Increasing the portion of STate funds distributed, 

through an equalizing foundation aid formula. Ihe annual budget increase* 

for each district i-s limited to 7 percentiof the^ Statewide average.. This 

provision gives low-spending districts the option' of raising their budget 

for the subsequent year by more dollars than the high-spending' districts 
• ♦ - 

^ich are constrained by the 7 percent Statewide* average. However., • 
districts may vot§ to increase this leeway^ which can -reduce the equalization 
aim of the budget ceiling. ' ^ 

Arizona was successful in reducing expenditure dispari^ties by ^ \ ^ 
channeling a greater share of the basic suKsport program* through an 
equalization formula. Contributing factors were the new expenditure lid 
*as well as the increased funding for me programs. Because Substantial 
amounts of^ jiew monies were provided, pupil education expenditures^ rose 
from $8()8 dr 94.1 percent of ^ the mean-Mf^ional expenditure in 1970-'71 to j. 
$1,415 or 101.9 percent of -the mean national expenditure in 1975-76.^ The 
State share of education revenues increased modestly during ,the period 
from "$4. 6 percent to 47.8 percent % .T^e reform, legislation had a * 
pronounced effect on low wealtlj^distr|icts, v^ich experienced a relatively^- 
greater growth in experidj^tures tftan did the median or high wealth districts. 



^California. ^ Ihe reform legislation, S^B> 90, failed to improve 
the Staters equalization position and was rejected by the State Supreme 
Court as inadeqiaate in -the second Serrano decision. Equalization aid more 
than doubled between 1970-71 -^and 1975-76 in current dollars v*iUe thexflat 
grant paj^itent^of $125 per pipil renained 'unchahged. revenue limit is in 
effect which 'curbs the growth ^in district revenues to. a percentage figure 
set by the Statfe.- Despite these features/ the ptogram failed to improve 
equalization ^fot the follp wing reasons: (1) Continued heavy reliance on 



unequal ized local revenues reducers the equalisation impact on the State 
equalilation program. (2) The flat grants siphon substantial sums of State, 
money (an estimated $6^3 million in 1975-76) wi-thout' changing expenditure 
disparities in the ^tate. (3) The revenue limit allows the same percentage 
diange in^(^istrict revenue for ^all. districts,, vrtiich converts to mor^ 
dollars in high-spending distr.icts than in- low-spending ;ones. ' (4) The 
possibility for unlimited yoter overrides reduces ti^equalization thrpst 
qf^y revejiue limit. ^ . . . 

{ The gspwth in per pupil expenditures^ in California did not keep 
pace with national qhanges. ^In 1970-r71, Calisfornia spent $87^ per pupil 
'or 102.4 percent of the national average^'^by 1975-76 pej: pupil expenditi; 
amounted to $1,320 or 95.]^e|c^it^^f_t^ goweveTTtte 
State share of school reven^^. rose from 35.2 percent to 40.4 percent 
by 1975-76, which suggests thai- sane property tax ^relief occurred. When 
districts are grdcqped by wealth, the pattern of expenditure changes was 
•remarkably stable fo^the five-year period, except that l^gh wealth districts 
lost some ground. lhis>^roijp was probably constrained by the State revenue 




limits where- overrides weFe rejected by voters. Ihe reform law did not 
change peri:eptively expenditure patterns when districts afe grouped by 

lir^ type,^ » ' ^ v ^ * 

* • ' ^ • ♦ . ' - 

. Colorado provided substantial, new 'money 'for education which more* than 
doubled between 1970-71 and 1975-76. However, Colorado's -reform program 
was hampered in part because existing revenue 'differentials among school 

• ■ I • ^ 

districts were frozen into the aid distribution system. The^State 
guarantees a tax base per pupil' with the maximum equalized mills guaranteed 
to yielid the| authoiMzed ^revenue base (AFB^) 'for each district. ^ ABB is 'the' ' ^ , 
re^^ni^s raised by /"district for the equali2ati<^ program in the previous ' - 
year plus any State allowed percentage increase. A subst^(:iai flat ^ f 

gr^nt is included in the equalization entitlenent program since no district 
receives le?s than $10.35 per mill per pupil, regardless of district 
wealth. A revenue limit allows low-spending districts a greater percentage, 
increase in authorized revenu^ growth over the previous yeat than it does 
for the high-spending district^ (112% down to 1"07%). Despite this cap, 
the revenue- bases of the big spending districts were able to produce * 
enough new dollars enabling them to maintain or even increase the dollar 

.spread in revenues among districts. District voters also have an unliJnited 
overri^3e option which can enhance* interdistrict disparities. ° Districts 
also unrestrictM in the amounts that can be raised oute^e the equalization 

' program. In Colora^i, high and low wealth districts made modest gains 
in relative expenditures during this period, while medium wfealth' districts 
lagged slightly b^ind. When districts are compared on the basis of urban 
type, the center city of the State's SMSA (Denver)' was the biggest gainer 
while the rural districts appear to have lost sane ground. * ^ 



• * • The new ^Jrogram fail^ to reduce expenditure disparities • Nevertheless) 

»\ /\ ^ • ' ' . ^ V ^ ' - ' / ^' 

*averag<l^per pupil expenditures increased, sharply, rising from $780 or , c - - 

.percent of the national meap in 1970-71, to $1,422 or 10^*4 .percent of 
the national average by 1975-^76 ♦ h!6 the same ,tiTie,, the State share of revenue 
grew^fran 30*3 percent to 39 percent^ A State official has indicated that 
'-s^ubstantial "pro^rty tax relief occurred in low*^ealth districts • 
Connecticut enacted in 1975 a supplementary program of State 
equalization aid vrfiich guarantees the ta»^base of the town at the 85th 
-pfercentile, A town's wealth base is modified by^an iiicome factor , .namely 
the' town's median family income* In addition, the wealth base is calculated 
.on ^ per capita rather th^on a per pupil basis • in its first year of 
operation, 1975^7§>^the program^ funding restricted each town to a maximum^ 
of 5* 'percent of its' flat grant eriiifclenen^^ pupil* As, a result, • 



143 out 'of .th€|^ 169 towns received supplemental aid equal to $12*50 per 
pupil. The" funding for the progiram is provided by aiT "Instant Lottery" 



which' is 'scheduled twice a year in t±e* Statue • ' \ ' ' 

Education" e^^ndi tares per gupil have grown in 'the State,, regardless 

of .the supplementary equalization) program rising from^ or'" 116:2 percent 
,of the 'mean national average in 1^0-7^ to .$1,659 or\l9.5 percent of the 

national mean in 1975-76. State revenues which' accounted for 26^3 percent 
'in the earliei;^ar rose slightly to 27.7 percent of -the total* Connecticut 

continues to rely^eavily on local resources for its education^ program. 
Florida -enacted major changes ixuits ^ch6ol aid program in 1973,' 

the purpose of which was to guarantee fco each pupil educational programs ' 

appropriate to his needs and substantially equal to those availably to 



similar students regardle^ of geographic location ahd district wealth. 
In calculating State aid, pupil weight^were introduced for- pupils in the'' 
regular, special and vocational programs* Locational features were 
recbgnized through a cost of living adjustment, a feature which is still 
laiique in State aid programs. District wealth differences were minimizeci; 

* * V » 

by placing a rigid lid on the amount of leeway dollars that cpuld be raised 
locally which were limited to 1*707 mills, following a series »§f changes 
in the law. * v/^»>. * 

*^ • - 

As>a^ result of the additional funds made available for education, 
Florida's mean expenditures rose from $776 ot '90',4 percent of the national 
average in'l970-7l to' $1,381 or 99,4 percent of 'the -national average in 
1975-76^ Interestingly enough, the State's share of the available revenues 



including Federal revenues for education fell slightly .f ran 56.0 percent 
^ in 1970-71^^^) an estimated 54.6 percent in 1975-76, Indeed, the data. ; 



indicate that bi^ (relatively) higher level of funding was due to increased^ 
local contributions tcJ-^f foundation prbgram. In 1971-72 the locally 
required millage levy. was; 4..5 mills. Under the new program* in 1975-76, this 
requirement had risen, to 6.2931 mills. This increased chargeback required the 
districts to finance a larger share of the foundation program.' Despite th^is^ 
increased l^cal financial contribution, the State provides relatively more 
funds than the national mean' State contribution. The State'5 improved 
equalization position probably stems from the local leeway millage rate 
lid currently 'in effect. 



The growth in/<^xpenditures anong districts varied inversely with • 
district wealth, which is further evidence of Florida's progr-ess towards * 
equalization* When comparisons ar^ made* by urban type, it becomes clear 
that there were no losers in the State; ^ejxpenditures grew only slightly 
faster in the SMSA's cities' than elsaWiere, - ^ 

Illinois was one of the fi^s^ to enact a guaranteed yield 

prograjR/ known as the Resouff€e^ Equalizer, However, school districts' 
retained as an optioa^Spplying for State aid urider the existing foundation 
program, qjai^r^e foundation aid option, the guarantee level of $520^ 
was retained. In addition, minimum aid of $60 per elanentary pupil and 
$75 per hi^h school pupils were guaranteed under either aid option. The 
new formulas provides a variable pupil weighting for Title' I eligible 
pupils. Under the 'guaranteed yield programs, the State guarantees a tax 
base of $42f',000 for K-12 districts for levies up to 30 mills, a tax base-*- 
of $64, 615. with a rate limit of 19.5 mills for K-8 districts and up to , 
10.5 mills on a tax base of $120,000 fOr 9-12 districts, A phase- in feature 
restricts the gro;^ in State^id to any school district to 25 percent of 
its p£ior year aid irrespective of its calculated ^entitlemeat. In effect, 
the State guaranteed a maximurti of $1,260 per pupil while average expenditures 
amount "to $1,452 in 1975-76. This new Resource Equalizer program is more 
advantageou^ for most districts, and nearly 900 of the over 1,200 districts' 
utilize this approach. ' ' • 



The new. Resource Equalizer program inanaged to reduce exEfenditure 
disp^hgities existing in the State between 1970 and 1975: ' At the same time, 
a sharp lac^ease in State revenues for education occurred rising from 38.2 
percent to 46.2 percent. ^This suggests that substantial property^ tax . * 
relief probably occurred in the low-wealth districts under the resource 
equalizer program. The Title I weighting -added substantially- to State' , 
Resources gping^ta Chicago , where between the Fall of 1971 and 1975 ' 
current expenditures^ rose from $1,240 to $1,941 per ADA. ' The minimum aid ^ • 
guarantee along with. local leeway tax options witii no recapture provisions 
are other, features which tend to perpetuate expenditure disparities under 
the Illinois school finance plan. ( • ^ ' '^^^ " ^ 

Between 1970-71' and 1975-76 per pupil expenditures as a percent of 
mean national expenditures declined from 109.2 percent to 104.6 percent. In 
current dollars, the change was fi;OTi $937 to $1*,452. v 

School resources in low wealth districts grew at a faster pace th^ri they 
did for medium wealth districts. Highest wealth districts registered the 
lowest growth. This suggests that the lowest wealth districts benefitted 
the most from the new Stat^ aid program. When districts are compared by 
urban ty^>e, changes in expenditures were fairly cdn:sistent throughout. 

Indiana addpted a school financTe plan in 1975 ^ich* introduced a^ series 

of pupil weights for program cost differentials for special and vocation^V 

education ^d a modest weight of .^2 for compensatory^edtacation. For 1975-76, 

^the foundation aid .formula guarantee was set at $690. Average current^ 

expenditures yere $1,160 ^in that year, and required substantial local 

expenditures.. Hie State sought to lessen reliance on local property taxes 

* ■ • 

.42 . _ • 



by freezing thfr local levies to the(Jj^sser dt a district's noi*al levy or 
30 mills on ihe 1974775 adjusted assessed valuation 'in each district/ 

Withyfts new*law, IrHiana succeeded both in^reducing sonfewhat 4^1 - , 
expenditure "disparities and providing some property tax relief as e^n.<ienced^ 
by Jme growth in the State share of school /revenues> estimated at 32,5 

e^rcent in 1970-71 and at 40,6 percent in 1975-76 • At the. same time, average 
per pupil expenditures lagged further behind mean national expenditures ♦ In 
1970-71, these wisre $770 or d'9,7 of the mean national average of $858; 
by 1975-76, the State mean expenditure of $l,rSS amounted to '83.5 percent o&, 
the national average of ^1,388. ft appears likely then that the equalization 
goals and local property tax relief \yere achieved in part by restricting 
the aggregate growth in education expenditures. 

The relative change in resources lagged only for medium wealth districts, 
when tile change in resources are compared oamong school districts. High ^ . 
wealt]^ districts maintained a slight edge. The rigid levy controls may 
have -worked to the disadvantage of medium wealth school districts, whose 
]^evies were probably frozen at lower- levels than high wealth districts.- When 
districts are classified by urban type, the ' relative " changes in revenues 
were not pronounced, ' ^ . ^ - ^ 

Iowa is -engaged in a long7term] restructuring of the financing of its 
public schools aimed at achieving State participation equal to 80 percent' 
of the^Statewide average cost by 19824 In 1975-76, the State foundation 
aid guarantee was^et at $857 which equalled 73 percent of the State cost 
per pu^il of $1,174. Ttie State foundation guaranty rises each year by' 
one percent of .the State average cost as d^'"term4n^'' by the State comptroller. 
Each district's allowable annuail bud^e't growth is restricted to a 



9\ , 



43 



ERIC 



44 




5^ ^ *A 



increiaise specified by the Statej ^{for districts spending below the St;ate 
average cast the allowable growth is subject to further limitations.) A 
minimum State 'aid level guarantees to each district, $200 per pupi^.\ ' 

loWa improved its equalization position by annually raising its' . . 
foundation dollar guarantee, thereby enabling those^ low-spending districts 
v^ich are poor to both increase' their expenditures and to rely more heavily * 
on State" Resources. A budget- lid, equal to 5 percent of the Staters' average 
cost per pupil .'in 1975-767 placed an uppec^ limit on high-spending disit;;^icts. 
This lid was restrictive enough to curb the growth in expenditures, for 
Iowa's per pupil expenditures have declined from 110.0 percent of the 
mean national average, in 1970-71 to 104\8 percent in 1975-76. The 
resulting growth in' State participation is apparent by figure^ revealing 
percentage growth in State revenues for education frcmi 29.2 percent to 
38.0 percent between 1970-71 and 1975-76. This relative growth in State 
revenues, combined with the decline in educational expenditures relative 
' to the national mean, suggests that substantial property relief l^as occuired. 

. The relative growth in r-esources of low wealth districts lagged 
behind other districts and may be related t6 a provision^ in the program that 



restricts historically low spending districts to a smaller ^rcentage 
growth 'in expenditures. Alt^^gh data are not available to supgort the 
conjecture, it is not unreasonable, to suggea* that many 16w-wealth districts 
are also low spenders; to the extent that this is^ so, the restriction iSi 
clearly disequalizing. , \ ' ^ . ^ ^ - ^ 

Kansas enacted a new school finance ^t^ogram in 1973 in response to 
the State court ruling in Caldwell v. Kansas declaring the existing program 
^ ' ..." ' ^ m -'-^ 
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^jnconstitutfionar.. ^ The new program guarantees a budget for each district 

*which is based on the district's enrolLTient^ size, its current budget and its 

local tax effort.' budget limit is in effect vrfiich limits a district's % 

budget' growth to 10 percent of the median budget for its enrollment category. 

districts' spending below the median may 'increase their budget as. much as 

•15 percent over the prior year up to thef^median budget ex^nditure. As a 

result, each district has a dist:inct guaranteed budget level and the State 

share,J^of this budget varies by district wealth and the local tax effort*. * 

Kansas is one 'of the few States that includes income in calculating local 

wealth. , . ^ ^ 

Kansas managed to reduce expenditure disparities under this program^ 

and assume a greater burden of the cpsf of edlacation-. The State share of 

school revenues- rose from 31.2 percent in igvd-^Vl to 43.8 percent^in 1975-76. 

This sharp pise in State revenues provided. tax \relief fpr low wealth districts'. 

Ek^ually dramatic was. the growth in averager per pupil expenditures, which ^ 

rose^ from $771* to' $1,475 during the same per'iod,\or from 89 ,8 percent of the 

\ ■ / * \ 

mean national average to. 106.2'perdent in the lats^r year. 

During this period, the changes in resources \in the high wealth 

distaricfts lagged behind all others and may be attributed' primarily to the 

* * \ * ' 

provision limiting;,district budget growth v^ich is njqre restrictive for 
high-spending districts* Expenditures grew most rapidly in SMSA cities 
when districts were compared' by urban type'. 

Maine enacted legislation which was designed primiu^ily to lesfen 
reliance on local prooerty* taxes by increasing the State \s share for 
financing public schools. The law. explicitly alters the it^ix of^^xes for 




public school support, i.e., local property taxes and State sales and income 

taxes. In 1971-72, the State was coimiitted to paying one-third of the 

school costs; lander the new law. State revenues were to cover 50 percent of 
* • • • 

costs' in '1975-76. A Statewide property tax was enacted which provides the 

balance of taxes due. Maine is one of the three States vAiich have Statewide 

property taxes- for education. School property taxes which were previously 

retained by the districts are now transferred to 'the 'State • In turn, the , 

State forwarded to eactj^distj^ic't' its entitlement of $694 for elementary . ^ 

pupils and $1,078 for high school pupils under the 1975-76 guarantee level. 

Additional allocations were paid to districtis^ amqunt^s which varied* with 

the sunjs spent by districts in tM 197^-74 base year. , . ^ 

. The 2-1/2 mill lid on'optiorial local leeway ^^llars guaranteed 
^ ' ' \ , ' \' 

per pupil. In additidi\, districts spending below the State averag^^- 

are allowed to rais6 additioitial local, dollars 'up to the State average. ^ * 

< • 1 ' \ . 

Maine did not enhance its equalisation status with its new progr^. 

e intricate hold-hannless guarantees undoub;tedly h^lp perpetuate 

diSpfirities . Also, Maine operates <Sn a reimbursement "fcjasis, with State 

aid^based on expenditures two y^ear^s^ prior to the date ^^^id disbursements. 

Inity^ally, therefore, districts \must raise through local taxes -any amount 

eligible for State reimbursements two years later. Initial reliance-on 

local taxes may effectively inhioit d^tricts that are spending below th^ 

State guarantees from^ increasing tjieir educational -^utlays . Maine is not. 

unique in distributing itg^ aid thrdugh reimbursements, and the same 

difficulty jnay be encountered by districts in other? States that provide 

aid i^der similar reimbursement schedules, i 
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By.incJreasing *the state share of the cost, ^ess reliance 



♦ placed or^sx^tQigBrtY taxes , resulting* in sane pro^ty tax relief* At .the 

, same tme^ Maine's average per-pupil expenditures slipped ffom'^88*9 percent 
of ' ha'^i9nal- average , $76y in 1970-71, to '86%^2 percent in 1975-'76 when they A 
stood a^J 5.1yl97' and the national mean was ?lr388* Meanwhile, the State 

■ share qfe lieducation ^venues rose from 21.9* percent to 44*6 perqent* 

Ir^iSie five-year' period, school resources grew the most in low 
wealth districts and the least in high wealth districts* Additional 
equalized State revenues as well as the ceiling on local leeways were 
probably chiefly responsible fot the d^fferential,growth|;patterns* 

" Michigan turned to a guaranteed yield program in 1973* in ri 
a State court decision (subsequently reversed) in Milliken v* Greer^ 
declared the previous financing system unconstitutional* Hie new. St 
school aid program provided a two-tiered aid system in 1975-76' whi' 
guaranteed $42*40 per mill for 20 mills and $38*25 'per mill ^for an additional 

.7 mills* This total guarantee is equAl to $1,116 in State and local funds 
for any district levying the full 27 mills* ' (State average Expenditures 
per pupil were $1,366 in that year). A municipal overburden fe^ure pr 
benefits Detroit by 'providing additional funds for school 'districts with 
non-school operating levies 25 percent above the Statewide average. 

Michigan's new program reduced expenditure disparities and increa 
the State share of revenues for education from 45.5 percent in 1970-' 

' to 5i'.7 percent in 1975-76. However, local tax leeways and the a!5sence'' of 
a recapture of any dollars raised in excess of the guaraQtee^L/oroount does 
perpetuate some of the expenditure gap among districts. The guaranteed 
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yield program indisputedly provided property tax relief tOp low wealth/high > 
effort districts. Yet the guaranteed dollar amounts -were insufficient to^. 
entice many local districts to paiSeTtocal milla<^es in' order to^^qualif^ 
for additional State dollars. In l$75-76, out of ^529 districts, 394 districts 
;ievied less^^thaiV 27 mills. / Between 1970-71 and 1975-76, average State per-pupil 
expeoHitures ($937^. have slipped from 109-.2 percent of the mean national 
'per-pupil expenditure to $1,366, to only 98.4 percent of the national 
average 'm 1975-76. The data suggest that Michigan has bought property 
tax relief at the expense of its education program outlays. 

Uie guaranteed yield program had a somewhat larger'iimpact op the 
lowest wealth districts, where resources grew the fastest. When districts ' 
are canpared by urban type, the SMSA center cities fared the least well 

while rural districts showed distinct gains in school expenditures. The 

\ \ J. . - 

poor performance of the guaranteed yield program^ in Michiganjs ^cities 

probably results from a variety of causes including those related to municipal 

'Overburden) perhaps t:o a low demand for education services, and even to the 

Virban wealth bases 1±emselves. 

Minnesota was the first State to enact school finance reform * " 

legislation in the seventies by raising substantially the foundation support 

level to an' ampunt approximating the Stateiwide average per pupil expenditure. 

The principal purpose 'of the law w^s to' lessen reliancf on property .taxe^ 

by increasing the^^State share of education costs. Property tax relief 

was also provided ^through a program of hortestead credits and other minor 

State aids to school districts. ^ ^ ' ^ 
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^ A miiiinnm df ,5 for each AFDC pupil was^.added to the districl;'s . 
pupil count* Higfier weightings are allowed* for districts with high con-^ ' 
ceritr^tibns of 'AFpe-^upils* Ahold harmless'^guarantee is also -.in effect* 
In 1975-76, ,ti)e founda,tion program guaranteed $900 (a somewhat lesser a^iount " 
.^for histoi;icaIly low spending districts) for pupils in grades" 1-^ and $1,260, 

.,«-.. > • - • 

for pupijs in grades 7-12. ' ' " ■ " ' • 

' TChexjne^w fundii^^ program has led to a decrease in school expenditures 
with 'ave^e, ^per-pupil expenditures ($1,021 in 1970-71) fallW from 118.9 ° . 
' percent of mean national average in 1970-71 to 109.2 percent, in\l97 5-76 
when they amounted to $1,516. At' the same time, the State/accounted for a 
larger ghare.of education revenues \^ich rosg fron 44,4 j^rcent to 54.7 percent 

of the total. Expenditure disparities v/ere^not reducea during the. period, 

C ' , / . • -< ' . ' 

which may be due as much to the additional weigh tings, provided for AFDG 
children ^ to xi^imited leeway options 'for Raising revenue and the hold- 



harmless • provision, which is in effect,^. - 

The h1^^ weal th.dis^icts were the principal 'gainers in school resources 
while tne poasestMistrict%^ainedr^ the, least., -When district^ are coi^ared by 

urban type, school exjSfenditures^dgrew fasted in? StGA ^center cities. These 

.' • \ ^ " 

data suggest that the cerit&g cities^ ^e„ among ^the high > districts. 



which benefit from State aid prq^/ided'ais:"! result of the AFDC pupil- weights. 

Montana 'altered its school^ fyiance-prp^^aifi -ii) 1973 a time,vrtien 
there, was a growing concern that the thed ej^fisting aid formula could hot^ 
survive close judicial scrutiny. • Hie neW law provided that cpunty levies 
for schools be collected as Statewide taxes, thereby dramatically. increasing^^ 
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the State share of educational revenues \f rem 24.0 percent in 197o/-71 to 57,6 
percent in 1975-76 Each district is also guaraJiEeed ^^"^r<:snt/of its 

founoSttion program amount vrtiere districts\ levy an additional 9 mills in ^ 

'A • . 

elferaentary school district^^ or 6 mills in high sjfiool dj.fltricts,^' ' » 

/- • ^ * • 

f The new funding formula has led to relatively larger increases • 

in education expenditures. In 1970-71, Montana's per-pupil expenditures 

>^$866) were*LOO. 9. percent of national^ average; by 1975-76, they amounted 

J ^ , - * ' . \ ■ ■ 

toi 112.0 percent of the national expenditures, tiising to $1,554^. 

Expenditure disparities persist ^ however //and may be due to 
cojitinued heavy reliance bri local taxes. Diffj^rences in^ocfil.^wealtli 
bases. as well as the possibilA-ty of unlimited voter leeway options may^ - 



al^o account for the growth in such dt#arities. School tesources gr^ 
fastest for low and medium wealth dis^ict^/ while the growtjti in^ resources' 



fori districts in the wealtfiiest guartile were si^^tantiall^ below average. 

New Jersey . In a landmark: decision i Rpbinsonr v. fCahill , ^^the New Jei;sey 
Supreme Court Ruled in 1973 that the Sta-^'s system pfi supp©f^ting public 
sdioqls violated the State constitution because "the Sta^e ^as' a4ver spelled 
out itiae content of the educational ^p^rtunity the constituH:iorvi:e^ires'" in 
meeting the mandate that there be maintains .a " through, and ^ffij^ie^ ^ 
system \of free public schools." The Court ordered the St^e po cievelop ' 
•a plan for financing public schools which meets the ^mandate: Accordingly, a 
"Public Ischooi Education Act of" 1975" was enkciied which among other provis^ns 
Spelled-^out a method of distributing State'' aid. 
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Under the new law's provisions, each district is guaranteed a State 

support ratio, which is the ^lesser of its prior year budget of the State ^ 

support limit^r-^^ each district, the State's support rati^J^is derived by 

tviding a district's equalized valuation per pupil by the State's gciaranteed 

♦ 

valuation and subtracting the c^otient fran l.OOO, Ihe Staters guar^teed . 
valuation was set at 1,3 t^mes the State average valuation per pupil for 
1976-77. A hold-harmless provision guarantees each district a rainintum- * 
of 10 percent of the State support limit. Cost factors were introduced 
^ich provided additional aid guarantees to special needs pupil populations. 
In addition, a spending limit was incorporated to prevent districts that 
received the largest increases in State aid from "spending all the new funds 
on their education program without providing some property tax> relief . The. 
expenditure limit vagJLea inversely with district expenditures. An appe^^^. 
procedure was , established which allows districts to seek' relief from , their ^ 
expen^ture capg.^ ^ ' • 

Ihe new law required an increase in Statfe funds for implementation- 

pf well over. $150 milliofl which were mot forthcoming until a gross income 

' / ' ' ' 

tcuc law was passed in July 1976. As a Result, the new equalization law was,, 

not implemented until the 1976-77 school year. Continued funding o"f the new 

program rests upon the Venewal of the incane tax law, which is due to .expire 

^jrwo years after its enactments ' ^ - \ \ 

New Mexico .in 1973 replaced a school aid program 43ased^ on instructional 

units with an aid program based qn pup^l weights and required a uniform ' 

millage levy. Optional local leeway : levies are not allowed and 95 percent 



/ 
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of the required tillage as well as Federal 'monies including Impact Aid are * 
•counted" as tHe .locaX contribution to the State Equalization Guarantee 

Distribution. ' " . " 

With this' -program; ^ew Mexico succeeded in reducing expenditure 
"disparities wKich was^ accomplished both as a. result o^^e rigid ceiling 
,cxi Ideal ' levies and by counting -Federal dollars as part of the required 

local contribution. Despite ^the major redistribution of dollars which • 

ocqurred between- 1970-71 and 1975-76 , New Mexico did not alter 4ts share 
• of school^evenue^ which stood at 63.4 percent of total revenues in both 

years, ^n addition, State average per-pupii expenditures as a percent of the 
^^national average were also ranarkably stable going from 90.4 percent in^the 

earlier'year to* 90.8 percent ($1,2^) in 1975-76. 



Ifew Mexico's reform program undoubtedly helped ritost the lowest wealth- 
distrix:ts, v*iich experienced the fastest growth in school resources. For 
high wealth districts the resource growth was ^slowest. 

/ tforth Bakota "added substaotj^l new money t(y^ foundation support 
program which guaranteed $640 per pupil in 19*p*76. A schedule of pupil, 
weightings for^ district grade span, sparsity amT^lass size accompany the 
'basic guarante^. "County sthool<taxes were hencefcyrth earmarked f^r t6e ' 
foundation program and a districl^vmjllage requirement was introduced. 
In effect,, county- revenues are now^ considered part of the State contribution 
and district taxes ^e no longer optional but are required in order for 

. ^ / - < ' ^ ' ■ 

a distrj.ctvto qualify for State foundation aid. Hie district tax 
-requirement led wealthier, di^^tricts to support a larger share of the 
foundation program. ^ , . / ' 



- The program appears to have been designed priiparily to increase financial* 
si^jport for 'public schools*. On that score, the new program was successful 
in raising average per-pupil expenditures from $689 (80.3 oercent of the 
national^ meai> average' in 1971-72) to $1/207 (87.0 percent^of the national 
mean 'in 1975^-76). Some additional. equalization has also occurred 
with the new pnugram. The increased share- of State education revenues — 
from* 25.8 percent in 1970-71 to 48.8 percent in r975-76 — reflects the 
designation of county taxes astS^ate taxes. The new program in North 
Dakota had by far the greatest impact on low wealth districts which. beneCSJfted 
the roost from the higher foundaticjp support levels. , " ♦ 

Ohio added a guaranteed yield program to its foundation program and ^ 
raised^ ^e guaranteed foundation level. « The State guaranteed e program . 
of $1,380 per ADM in^^E57'5-76 for a^ district levying 30 equalized mills 
($48 per mill for tiie- first 20 mills ^d^$42 for each additional mill up to a, - 



maximum 



of lO'^mills).' Under its curreplt law, dis^iricts^must le^' a minimum 

Of. 20 mills, equalized, whereas 'no minimum^ district .requirementijhacl 

• *' ' \ • / 

previous I]^ existed. ' ^' ^ , 

Despite the higher guarantee levels, average per-pupil expendifcttres have 

remained relatively unchanged as 'a percent of the national average. ^ In 1970-71-^ 

mes^n pfer-pupil expend ituresjj?^ Ohio amoyinted "to $778' or ^90'.6 percent of the 

national average; by 1975-76 the State's mean expend'4tai4'fe were $1,264 or 91.1 

frcent of the national average. .^The new ^program ha?' had r^sudiscernible impact 
' kj' -J ' \f 

on equalization in the State. Unfle?r thebnew la^,*Ohio has r|[ised the ' 

State share 'Of education revenues from 28.8 percent in 197'0*t71 «to 36.6 percent 

in 1975-76 • It is likely that the new program provided sop^Vproperty tax 



relief with 'this growth in State revenues ♦ There was no perceptible 
^ / • 

jiiffecence^ in the growth in school resources for low and medium wealth 
districts during this period vrtiile some l^g in resource growth occurred 
ainong high/wealth districts • Rural districts appear to have experienced a 
slight edge in the growth in school expenditures while changes among- the 
SMSA districts were indistinguishable, . ' 

Texas retained its foundation aid program v^ith significant 
modifications* A law enacted in,r975 substantial!^ raise^^e level of 
foundation support. The wealth meakure in calculating the local contribijtion 
, shifted to assessed property valuations from an index of ability to pay, 
A uniform requirement of 30 mills was enacted as the ^'ocal contribution 
to the foundation progtam. However/- a Jioldrr^^rmless guarantee provision 
assures each district a minimum 1,04 percent of State taid received during 
1974-75^ A new program ($25,4 million) earmarked funds for compensatory 
education and a" supplementary equalization program ($50.0 millionLwasi also 
enacted. ' ■ . ' . 

' ^ As a result of these » new features pthe new Texas program was more . 
equalizing. The share of education revenues derived from the Statef remained 
virtually unchanged, between 1970-71 and 1975-76, goii;^ from 49.3 percent of 
"total revenues to 50.1 percent in the latter year. However, some improve- 
ment did occur ir; average- p^r'^pupil expenditures, v^ich rose frOm $636 or 74.1 
percent of the national average to $1,094 or 78.8 percent of- the national 
mean during this sartie' period. Resource growth lagged for high wealth 
districts while expenditures in the* SMSA districts outpaced slightly those ^ 
*for- rural district|| Within the S^As, Ganges in expenditure growth 
pattern were barely discernible ♦ , • ^ , 

54 ^ . 



Wisconsin's program guarantees a wealth base per ^pupil, the size of 
vrtiich depends upon each district's grade level, with the guarantee level 
set at $1,405 per pupir in 1975-76, The guarantee varies for each district, 
reflecting actual dist/ict expenditures, A secondary equalization aitS equal 
to a smaller arount is guar^teed for districts spending above the $1,405 
level with the actual amount again depending on district grade span, wealth, 
and actual spending. In effect, then, Wisconsin operates under a non-linear 
guaranteed- yield program, Recaoture provisions, vrfiich were due to becone 
effective were nullified -by the* State courts,. 

• Transitional aid is^ provided to districts too wealthy to share in 
equalization aid, the actual amount diminishing ^rom year to year, 
, A ceiling on the annual growth in district expenditures equal to 110 percei^t 
of the Statewide average is also in ^effect,* 

, Between 1970-71 and 1975-76, per-pupidT^xpenditures rosft^^aster in 
Wisconsin than for the nation as a vrtiole, ^rising from $977 or 113,9 percent 
^of the national average in 1970-71 to $1,61^ or 116,6 perceht of the national 
average. At the ^ame time, the State share of school revenues rose 
itiodestly from 29,3 percent to 32,1 percent of the total, Ihe pattern of 
expenditure disparities persiste, "however ,^ and' may fee due to the 
modified hold harnUess -provision "as well as to pr6vision allowing* generous 
district expenditure growth. The heavy reliance on local revenues may also 
be contributing to interdistrict expenditure disparities, * ^' 

r Medium-wealth districts showed' the greatest gain in resources while r 
high-wealth districts were slowed* The expenditure limit was probably 
responsible for this* differential growth* Expenditures -grew fastest in SMSA 



center cities , v*iile the l&g appeared greatest in other SMSA districts. 

\ , ^ •• • ' . 

It is likely then that many of these flatter districts are among the high 
wealth districts being affected by the expenditure limits. 
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IV. SUMMARY AND- CONCLUSIONS 

Whea disparity is measured by the ratio of expenditure in high- 

Spending districts to expenditures in low-spending districts ^ (omitting 
^ * . ' \ 

\ the very highest and very lowest districts to account ^for possibly 

justifiable variations), 39 States Exhibited disparities' of 1,5 or more » 

in 1970. That is to say, sane children in a Sta'te teceived at'least half 

again more than other's. In four States, the disparity ratio was 2^0 

• higher. These disparities were strongly related,, in almost every State, 

to variations in property wealth among districts. Historically, the 

sdKjols have been supported by the local property tax; districts with high 

property valuation per pupil not only can raise more money for education, 

they can do so with less tax effort. These inequalities have led to donards 

by State courts that disparities be lessened and that the link between 

expenditures and local wealth be weakened or eliminated. 

\ ^ By 1975, disparities in the nation as a whole actually increased, 

with 40 States exhibiting* disparities of 1.5 or greater.' Only in 20 States 

did disparities appear to decrease at all. ' Low-weajth districts improved their 

status somev^at over this five**year period, although in mbst States \ 

' they still spent considerably less than their State's average. 

These- results ar^ surprising in view of the fact that a school 

finance reform movement was under way in. the 1970 's, involving 20 States. 

Many of these States were those most in need of.reforrt — in. 1970, only two 

of them .shoi^ a disparity ratio less than 1.5. By 1975, 8 of the 20 States 

"had substantially reduced disparities, but 6 exhibited greater disparity 
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*than-.in 1970.. (Son^ States aj^rently set reform objectives other than , 
disparity reduction, 'most notably the relief of property tax burdens.) ' 
Even though, as a group, these States have made less progress in reducing 
disparity than might' have been hoped for out of a reform movement, they 
were swii^ning against a national current towards greater disparity. 

Central city districts are of particular interest in school finance 
- reform, because sudi districts typically spend more-oer^pupil and have ^ 
higher proper^ valuation per pupil. The study has not investigateid 
the claim that higher ^spending is justified by higher costs for educational 
services and greater needs of many of its students. It has investigated" 
the' claim that property valuation per pupil fails to reflect the greajter 
burden that cities bear in supporting municipal functions in ISdition 
to education* When district wealth 'is calculated with population rather 
than pupils as a base (an approximate way to account for total service 
burden), ^(ff^ advaritage of central city districts considerably diminishes. 
These findings suggest that the impact of^^school finance reforms will 

^ depend quite strongly on the way in vAiich costs, needs, ^and ability to'^pay 
are defined. . * 

' * If the ^ucation system is 'to reduce core* program disparities in 

the future, a decision must be rrtade as to the extent of disparity that 

can be tolerated.' As in most policjy decisions, this one entitils consideration 

m ^ ' ' , , ^ 

of prinil^les and practical constraints. 'Too loo^e a criterion might • 

if ^ • . • . . 

) violate principles of 'equal educational opportunity; a very strict 

criterion could call for funds that might not, in^practice, become available. 
The costs of equalizing so that each State met* a disparity- criterion of 



1.25 —'a ratio employed in an Office of Education regulation relating 
to Federal Impact Aid — would have been 55 .4 billion^ irf 1975/ Half that 
amount would have been required for' all States 'to meet a 1.40^ critef i6n\ 
These -are substantial ■ amounts , but unless action is taken toward greater 
refbniir the amounts, in the future will apparently become greater — not 
only because of inflation but also because of an apparent trend "toward 
increasing disparity in America's schools. - . 
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Hie present report presents preliminary results from a study sponsored 
by the Off ice. of the^^sistant Secretary for Planning and Evaluatioij, 
Department of Health, Education, and Welfare* 

As an ^xample,Of other recent comparative studJtes, see tilndbook for 
State Legislators , National Conference of State t^egislatures, 
Washington, D.C^, 1976* ' ' 

• ' • * • 

Hie data bases for the two years are composite collections from severed 
sources* School data are from the ELSEGIS (Elementary and Secondary 
Education General Information System) data bases collected by the 
National Center for EdQCation Statistics for schools years 1969-70 
and^ 1974-75* Data from the 1970 Census was added to the files for 
both years* -Proper ty^ valuation as of 1970 was added -to the 1969-70 
files; property valuation as of 1973-74 was ^ added to the 1974-75 file* 
TliesaTiples are approximately 4,550 for 1969-70 and 5,800 for 1974-75,^ 

Hie COE reported for each school district is multiplied by the ratio 
of (1) local and State revenues plus iirtpact aid to (2)' total revenues* . 

The treatment of Federal impact aid, or SAJA, as local revenue is 
bas«3 oi]^the rationale that these funds ^re intended to offset the loss 
in local rej^ehues occasioned, by the tax-exempt status, of Federal ^/ . 
property, an approach , that is consistent with the fact that- the funds 
are for general stipport rather than for Federally defined programs* \ 
The ideal treatment of SAFA would be to count as local revenue only that 
fraction that is equalized, p accordance witti Federal regulations; 
but the data- bases do not permit this calculation* : 

Under contracts with ,the National 'Center for Education Statistics and. ] 
the National Institute of Education, Killalea Associates, Incorporated, - 
ds 'developing prototype cos t-bf -education indexes* - . 

/ 

The choice -of pupil cc5i|p ting method .can make difference, jas has. been 
pointed oat 1^ a number of an^ysts * In particular , places with high 
^absentee rates would generally suffer in the allocation of State^ftinds 
if the State used average daily attendance* - ^ ' ' *• 

^^e ^5:5 measure is subject to several cri/ticisms* ,In analyzir^ ' 
within-State disparities,, it seems appropriate to disregard highly 
unusual circumstances that may justify high ex^)enditures, such as the 
i?anch school districts in Certain States* When applied to all States, 
However, it assumes that each State has circumstances which justify 
var iations ' in expenditures, which seems unlikely*- Moreover, there is 
considerably less justification for excepting the lowest-spending 
districts than for excepting the highest-spending districts* 
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students aire. grouped intd quar tiles according to their districts' 
property valuation per, pupil: the fourth of a State's students that 
are in districts with the lowest valuation '•per pupil, the fourth 
that are in districts with the pighest, and the two middle quartile§. 
^opinbined into one group for ease of presentation). ^As'can be 
^fkpected; sane districts (particularly, very large ones) have ^ 
Students in two quartiles; in sudi cases, a district's students 
•are all "tagged" with the same prope'rty valuation anS^then 
distributed agross the quartiles; they are also tagged with the 
district-^ide average expenc^tures per pupil. It is then possible 
*to cpcopate the (pupil-weighted) average expenditures in the quartiles.* 
TSie expenditures in the quartile are then expressed as a percentage 
^f State average expenditures, ^ 

A^^MSA is an area^ that includes at least one city with 50^000 or more 
inh,abitants or a city with 25,000 or more inhabitants which-, with 
^ntiguous places, makes a single community of at least 50,000, - For a 
precise definition, see Statistical Abstract of the United States: 1975 , 
Bureau of the Census, 



It is difficult to determine how an adjustment factor should be 
calailated. Actual differences in expenditure levels, between 
elementary and secondary districts in a State could be, used./, but this 
'Would be tantamount to assuming no discrimination. Moreover, such, 
an adjustment might gloss over ,the equally interesting differences 
in expenditures between low-wealth and high--wealth secondary districts,' 
Th^ ideal resolution, for a disparity analysis, ^is to.associate^eaqh 
elanentary district with' the secondary district to \^ich it sends'^its^ 
students; ' then \urider the reasonable assumption) that parehts .would not 
discriminate against^ their younger children in.^vor of the older, t±e 
average ^Bxp^nditure in this aggregation of districts produces a figure 
that can Vailidly be compared with unified districts. Unfortunately, 
^e data required for this aggregation are *not available. 

It should be noted that this kind of result might be thought to support,, 
the view that States operating many districts could improve th^tr ^ 
equity status through district consolidation. Whether or not their 
status would improve depends on the mieasiire of equity, as' has often 
pointed out (see, for example. Inequality in California School Finance , 
Rand Corporation, March 1975), Moreover, it could raise new questions 
about the unit of ob^servation; for very large districts,- equity 
^considerations might involve intrad istrict disparities, v^ich 
are not 'analy2ed here, ^ • 

Hie requirement is specified in 45 CRF 115,63, States have also 
set their own requirements. The California Supreme Court has . 
required that, after a period of years of ^liiased-in reform, the 
state's system should exhibit a disparity no/gr eater than $100 per 
pupil from place to place. California's expenditures (as defined - 
in this study) averaged $1,Q95 in* 1975, and accordingly the izpurt 
criterion is even more limiting than that set by the Office of , 
Education, # • . ' ' . ^ 
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See National Conference of State Legislatures, School Finance Refogm : 
Legislator's Handboo k t and Education Commission of the States^ School 
Finance Reform in the States, 1976-77 > , - ' ^ 

An alternative indicator of local relief might merel^be an increase 
iz> the state's share of school revenues. This incr^fae would. fail 
to differentiate between increases in the State's Share that went 
to raise total school expenditures and those- that' provided local 
tax relief. ' . • . 
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